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THE DEPUTY DIRECTOR 

EXECUTIVE OFFICE OF THE PRESIDENT 
OFFICE OF MANAGEMENT AND BUDGET 

WASHINGTON, D.C. 20503 

July 14, 1997 

MEMORANDUM FOR DISTRIBUTION 

FROM: JACK LEW ~ 
SUBJECT: Quick Review ofHBC Revised Side-by-Side 

Attached for your quick review is the latest version of the reconciliation spending provisions side­
by-side proposed by the House Budget Committee majority staff We understand that both the 
House and Senate majority agree on this document. 

In this version, HBC staff deleted most of the Administration's policy arguments for opposing or 
supporting a ·particular provision, and separated the White House Position and the Agreement 
columns. With the separation of the White House Position and the Agreement columns, we 
should add back language from the earlier version, and perhaps in some cases augment it. 

We no longer have the electronic file, so we need to provide comments in the form of marked up 
edits to the side-by-side. The version you signed off on -- which includes the Administration's 
policy rationale -- is also attached for your reference. 

Please return your comments by 4:00 pm today to Janet Himler 5-7224, room 253 or Jill 
Blickstein 5-5883, room 251. We will be returning a master set of all comments to the 
Committee today. 

Thank you. 

Gene Sperling/Chuck Marr 
Bruce ReedlElena Kagan/Chris Jennings/Cynthia Rice 
John HilleylMartha FolcylBarbara Chow/Janet Murguia 
OMBPADs 
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MAJOR POLICY ISSUES TO BE RESOLVED 71"11'7. 

HOUSr,..P ASSED BILL 

Payments to Carves Olll of &mounll attributable to ctisproportion~c 
lieclkarw·"'h,. share hospitals [DSH], indirect medical cdutation 
H_lth '~nII [IME] COIU; and direct medical cduCltioQ [DME] 

cosls . 

• COMMERCE - PhaseJ out amounb over 5 Y(aB . 

• WAYS AND MEANS - Maio1&ins amoWltJ in 
MedicarcPlu.5 paymran. ,·ww.····W.M· .. ·_·_._·· _ ..... __ .. _._. __ . __ ._-_._---_._ .. _._. 

""'- Dcrivc froot • blClld of localaad 10put pricc·adjwted ........ DItiOnal costs. - - COMNfJICli: - 70 percent local, 30 percent 
national. 

- WA y,s AND I\rEANS - SO-SO blend. upd&lc, link, to 
growth in FFS Medicare. 

RECONCD...lA TION CONFERENCE ISSUES 

IN RECONCILIATION CONFERENCE ____ '"_f~ ... _ _'_. __ _ 
Prepared by tile Majority Sb.fft; Hounnd S-wtf COrOftilHfif'iDfllii Blrdiit­

It July 1997 

-._--_._--

SENAT&-PASSED BILL WIllTE BOUSE POSITION BtJDGET AGREEMENT 

M~DICAR1! 

Medlc.,..PlusIMedlc.are Cholc •. 

Carve. out DSH. IME. and DME from the Medican: Supports Senate and HoUSII Commerce provisioDJ on No expLicilluumption. 
Choice payment o\ICr 4 yelli. Carlo-out 

,,---._._-_ .. __ ..... _ .... __ ._ .. -_._._._---_ ... __ ... _._ .. _ ... _ .... __ .... --_ .. . ............. . .... __ ................................................................. 
Us.e.s • .sO-SO ble.:aded paymeat of 10cll and national Supportl COmJDcrce 70130 blend. Anume, reforming managed care 
costs that an: not input pncc-adjustcd. Growth 10 plyment rottbodology to addn:S$ 
plymeats tied to GOP growth. gcograpbic dispuitiCi. 

PACE I 



HOUSE-PASSED BILL SENATI>-PASSED BILL WHITE HOUSE POSITION BUDGET AGREEMENT 

MEDICAR.I! (MedlcanPlusIM..slcan. Chain] (conUnued) 

Mrnlmllm - CDMMERCI.- Flooro(S3S0 10 1998. Sets payment ItdtiaJly sets $350 payment floor and minh:num Supports the HoUle link to fee-for- service payments; Assume. n:Corms to ,ddress 

""'--- 111' 100 pctUur of 1997 rate fhr 199r;IOf"~UCCbI rar- lilB'm!;tH1t'}5mVtderftSlTdjUsttDCllt to tbtteUC ii66f ..... '" l!Jei!bhiflppibidJ W nsr- g 
....... nII 1999-2000, 102 perccnt far 2001 and bcyoad • to IS percmt of natioAllaveragc (over S400). financed adjustment. 
MlnlrtNJn by reducing minlmummcrcuc to zero. 
Upd.llt_ - WAYS AND MEANS-Floor o(S350 for 199B; 

.m.iDimum paymat LDcrcuc of 102 pcn::cnt of the prior 
yeu's rate . ............................... ..... _ ... _ ... _ ... _ .. __ .. _ .... _._-... __ ............. _-.... _.- ............ - ...... _ .. , ...................... -....••......•.• -..... -............. -_. -_ ...... _-_ .. __ ..... - ... _ .. _ .. __ .. __ .... _ .... _ ... ...-_ ..... _ ........ --........................................... 

liSA'. Provides for medica) savings eeeouni demonstrotioD, 'Allowl 100,000 caroUccl. Limits coll-sharing to Supports Saate-with curn:ot law "balance bUlinK' Assumcs structural rcformi .... ill 
aUowing 500,000 individuw to enroJ1. unounts allowcd undcr lDPAA. limitations. Demo lhouJd be al wall u pcs.s:ib1c and include provi$ianJ to &J.vc 

limited Icopphically for I trial period (c'I" two bc.nllllciari5 mOR cb.oiw amo:lg 
Stalel for J years), competioa health plUls,lut:h IS 

PSO'J and PPO'I, ...................... , ........ ........................ , .................... .. _ ........ -_ ... - .... _- .......... ,,_ . ... _ ...... _ ........... _ .... _.-.... _--_ .............. -.-...... -................ _ .......... -_ .......... -.... -............. -_. __ ._ ....... __ ... -....... '-" ---_ .. _ ... - ... _- .. _ .... -.-.......................... 
Ptttat .... No provisioa. Private reo-for-scrvice option. Allows beneficiaries to Strongly oppos.e.s any provision to altow "balance Assumcs structural reforms will 

... - add funds for health can: sc:rviccs. biUiD.g." include provisions to give 
bcocficiaritl more choicc, amon.g 
cOdlpding hcalth plw, s.uch as 
PSO's and ppC's. 

H .... _ 
TranlfCl'J homc health spending (a&r 100 vislts or Qat PblSes in transfer ovcr 1 years. Supports House Commcrce Committec provision Auumes CKteodtng solvcDCY of thc 

Spendlnm following a bospitlliutiOD) from Put A to Part B. bccause h is explicitly c:onsiJtentwlth the A~emc.cl PuI A t:IWt fu.od for at least J 0 yean 
T ....... and: extends the Iffi: of the Trust Fund by 2 IdditioMl through a co:obiMtloD of savings 

- COMMERCE - Makes entire tra.osfu immediately. y ..... II!ld strUctww.l re.fonDl (Including thc 

• WAYS AND MEANS - Phascs in transfer oyer 6 
home health tnns~c:r). 

yeart. 

RECONCIt.lA TION CONnRENC& ISSUES PAGEl 



HOUSE-PASSED BILL SENATE-PASSED BILL WIlITI! BOUSE POSITION BUDGET AGREEMENT 

MEDICARE [o!her MKlcaN IUUDl (COntlnu.cl) 

'El1gtb1ntJ No provision. Conforms M.cdicue elig.ibility as.: to Social Security', 
.. r-"----------------f1;liOllllimlmll!'!l!liiien.t age, saving $JO.2 billion from 2003 

tIuough l007md rcduoml Medic",',lo •• ,te"" 

dC~Git b! 02 ~~~.of parcou. ... ___ ......... _ ............ _ .. _ .... . 
No provision. Phases up prcmtUDl from cumnt 25 pen:e.nt of 

propmn costs to 100 pCfcc:nt.llvinl $3.9 bnUon over 
S ycm., S19.6 billion over 10 years. P.Iw&-ln would be 
ov~ in~ rlDgCS! for single pmons with incomel 
of S50,000 to $100.000; lor c01.IpiCJ with incomes ot 
S71,OOO .. SI21,OOO. 

Home HNllth No provuion. $5 dollv copaymcnt applying only to hame bealth 
Co~t. visits paid from Part B; capped at mouat bospital 

deduc::tible; saVel $4.7 bnUan over $ years.. ................... . ............................... _ ................. _ ...... _ .......... _.-.. _.-...... -. .. ..... __ .... -.. _ ..... _ ... -....... _ .............. _ ...... -........ _ ..... __ ...... _ .. 

VAltloD .... 
lea,. •• 
_",Ion ..... '" _no 

• COMMERCE - Limits ooncconoroic damage.!. to 
$250,000 a.nd imptementl other n:forms • 

• WAYS AND MEANS - Limits noneconomic 
damlgellc 5250,000 and impleme-r11s other tcrcnn,. 

.. -----......... _ ..... _._ ......... _._ ..... __ ._-.. _ •... _ .. _ .. , ..... -._ ........ . 
WAYS AND MLANS - S386 biUian. (Commer~ docs 
not bave jurildictioo over the full amount) 

No provisio.ll. 

RI.CONC£LlAl\ON CONF!.RI.NCE ISSUES 

No provision. 

. ......... -........................... - ........ - .................... -.... - .... -
Savel $447 billioo over 10 yeals. 

Rcqllires maJl1l~cd care IUld fec·Cor-service 
demonstrations oCMcdlcsre reimbursement to the 
Departments ofVetemnsJsfJ'a13 and Defense. 

Strongly OPPO.1CL No ct.plic:.it usumption. 

.... __ .. - .... _ ..... --... _-,"--_ .. _--,._._._ ... _ .......... _ ...... _ ... _._ .............•........•................ 
Supportive in COJlcept but opposo bow policy Is 
strUctured in me SOl1lltzl. Prefer 7S-perc:cn1 phuSC<Iut, 
lDdex.lnJ [ncoroe thrclbolds lO &cc.Ounl for Inflation. 
Admlnlstratioo by IRS is tho oaly reASible option in 
the llCIIl'-tenn. 

SbVogly opposes. 

Strongly opposes. House provisions. 

Senate bill falls I yeu .shClrt artbc Agreement. 
according to CBD. 

No explicit wwnptiou. 

No explicilusumplion. 

No explicit assumption. 

$434.0 billion net aavlog.s over 10 
yean.lIJJd extend lIfe of me Trust 

._ ...... __ ... __ ... ____ . ___ ._ .... ___ .. __ ._._ ..... ~ .. ~.!';r .. ~~ .. ~~_:?J .. ~ ...................... .. 
Supports inclusion of VA and DoD subveotio.ll 
demomtratio/lS, but wanl, changel to addren concerns 
with fee for service and peym.cnt rate c;ompooeols of 
the 000 dcmonrtration • 

No explicit IWtUtlptioa. 
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BOUSE-PASSED BILL 

Totallmnp S&,,"C1 512.9 biUion. afta adjusting Lb.c CBO·repDJ1cd 

Reduces du.propmtionl.tc ,hue hospital COSH] 
P8ymcllt) by SIS.) billioD gron over 5 yean by 
establlshing. additional caps on State DSH allotments 
for fiSCaJ)'Wl J998·2002.lbe SLateDSH aUobncnls 
for States ID wbich 1995 DSH payments were leu then 
1 percenl of total rocdjcaJ &uistlncc 'pcndiag would 
be frozen .1 the level of payrocnu fOI DSH 
adjustments in those StlItcslo 19515, For State, 
c:lusificd IS "high" DSH Stales tor fiscal year 1997. 
DSH allotments would be Rduccd fram. the blgher of 
1995 or 1996 paymeot levels. The reduction 
pcn:colllgc: for "bigh" DSH Statu would be cqual1D 2 
FcrceM in 1998, 5 percent in 1999, 20 pCr<:ent in 2000, 
30 pcrcc.o.t in 2001. and 40 percent In 2002. All other 
Slates' OSH payments would be equal to lhc b.ighcr of 
1995 or 1996 DSH payment! levell reduced by one 
half ofthc rcdudion perccntlgn for"bigh" DSH 
Sll.lu. 

No provision. 

RECONctt..IA nON CONn:RENCE ISSUES 

SENATE-PASSED BILL 

MEDICAID 

Saves net DU!4.1 biUlon oVlCr.5 year&. 

bduCC$ disproportionale sh.anI hospital (DSH] 
payments by S16.0 biUlon &r0S0S over S yun by 
tlstablbbin, addItional caps on Stitz: DSH aUotme1l3 
Cor Cbcal yeus 199B·2002. Freetes very low DSH 
Staler for 5 yelD (bclow J percent DSH)~ low-DSH 
(above 3 percent but btlow '2 percent) act phased·in 
I S-perccotredllction from their allotments; higb DSH 
(above 12 percent) get e phuod·in 2o-pcn:cot 
l'Cduaion md a phuc-out or any IpcndiDg rot mental 
hea1lh C'acllil1c.s from their base DSH aUotmcnu. Also 
applies new restrlcllons on U!,I.c& DSH for mcntal 
health flcilitie. and requItC! Slates 10 prioritize 
payments to bospitalJ based on their low-incomc 
unliz.ation rile. 

lm:relSel FMAP (or DC to 60 percent for 1991 
lhrough 2000; incrcases paymcnt ror Puerto Rico by 
$30 mnliao in fiscal yeu 1991 plus lDtreues fat other 
tcnitoriu. 

WHITll: HOUSE POSITION 

Supports $13.6 bilUon innc1.la'liDll ud Ipending 00 
ID~ 

As In OBRA 1993, DSH polioy .bould b. dosigD.d to 
avoid UIldue hardship on,any Slate; 

• SupportJ President's 199B budget proposal. wb.ich 
takes an equlll pertenlll&e rcd.uetioa. from a Stare' .. 
total OSH spcnd.i.c&. up UlII.D,"Uppcr llmit." 

~ DSH lavings sbould 'be Linked to a Federal standard 
for targeting l'Cmlming DSH funds to needy ho.spitals, 

• SUpportl HOUle provisiontequlting St:a~s to make 
DSH payment! directly to qualifying bospitals (mher 
than through managed care peymCllt\). 

D.C. - Opposes Senate lW1Set in 2000 and supports 
iocn:uiDg match rate to 10 percent (II in President's 
1998 budgOl). 

Puerto Rico - Suppor1..l adjurtments for PR and tbc 
tctTltDriCJ m me President', )991 budget. 

BUDGET AGREEMENT 

Assumes nelMedlcaid nviop of .. ,. . , 

AssUC\es savio.gs aR derived frCI:I 
reduced DSH payments I.lld 
OCXJbility provisions. 

AsswnC5 a /ligbu match for DC and 
Btl inflation adjustment for Puerto 
Rico 8Ild other territories. 

PAGE 4 
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HOUSE-PA.SSED Bn.L 

SpcndJ $1.5 blllion ovct' years In Mediclici for 
p:em.llIm ,"£Staace for seoiOI1 wiLb ~omcs ot 120 
pcrr;:cnllo 17S percC.Dt ofpovcny. CCVCt.l the Cull 
Medicare premium far thole with income.s up fO 13S 
perettI! of poverty. For lenion whh incomes between. 
IJ~ and 1" pcrcc.n.t of poverty, the usistIDce COvtU 

thlll portion of the Mcdiearc ParI B premiwn mcrcl.!ic 

.~?~~!:..~.~~~~~~.~P:!.~.~~~.'::_._._ ... _ 
No provision. 

'1 Ui WaIVerS Extend! cxpirin& I,IIS Medicaid wajVetJ. 
and Pravtctw 
T .. _ 

No provis.ion. 

_ ..•• _............... . ...•.... -•..........•....... _ ..•• _ •..• -... -.. _. __ .. _--
Amend Scclio'D 117 orHtPAA to providc slIlCtiOllJ 
only a&ainst those who help people to dispose of u.sets 
in order to qualify Cor Medic;tid. 

RECONCILlA nON CONPERl.NCE ISSUES 

SENA.TE-PASSED Bn.L 

MEDICAID (contlnuod) 

CIlIate" now Medlcll'1I block grant, SI.5 billion. over 
S yCirs. to SIBles \0 provldi'piiinli.iin assistanco for 
bencficiarici between 120 pcrtent and I~O pcn:cnt of 
povert)'. 

Anowl StatC5 to require limited cost slwin& for 
optional benefits; prohibits cost sh.arina for chlldrCD. 
under la 10 famitiCl with incomcs below 1 SO percent 
of poverty. 

Extends explriog 111' Medicaid waivers without 
regard to budget oeutraJiry. Also deeml provider taXes 

.~.!p.E~~.!.~~.~~:..~_~..: ....... ____ ... __ ...... _._._,, __ .. __ _ 
Allows Srates to aUow WOlken wilh dlsabilitlCJ whose 
eaming.1f'C below 150 ~ of povuty 10 buy into 
Medicaid. (Under current law, States may exceed ~'O· 

~~.~~~.pove;!!_!~el f~:..~~:!!,c!!.I.~!P.2.'~~:l_ ... _ 

Arneod SecLi01l 217 ofHIPAA to provide IBDclions 
only qain"t those who belp people to dilposc of usets 
in order to qualify for Medicaid. 

WHITE HOUSE POSITION 

SuppDrtl financing the cost ofthD flIIl Mcd,jcare, 
premIum tbrouglo Mediuld. 

Object! to SeData provb:lon lhat uses • Medh:arc gnat 
for this wi'tanec thal sunsets 1.4 2002. 

StrollgJy oppose, Senate providon (ot op":icoal 
bencntJ. Tho Administration is concerned that tbe 
Senate bill ,"culd compromise beneficiary acc:ns to 
quaUty CIlt. Strongly supports Sena~ provision 

BUDG&T A.GREEMENT 

Assumes $ 1.S biUioo onl' S yean to 
"iiic-tlio Lmpact of incrnsing 

Medicare pmniwns on low-income 
btDcfic:iariu. 

No .c;I(plicit wumpticn. 

.~~i.:mg ~~~t~.!:~.;.!~.~~!~. ___ .... _._ ..... " ..................................... _ ............................. . 
suppom COJltinuins; policy or budget oeutnUty. 

Suppons Pruideol', 1998 budget propositi, whieb 
would not limit cligiblllty to people whO$c caming. arc 
below l!!iO percent or pO'o'Crt)'. 

SUppaN repeel of this ICCtioo. 

No explicil urumption. 

No explicit usumplion. 

No expUcit asswnplion. 

PAGEl 
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Match RIll. 

HOUSE·PASSED BiLL SENATIHASSW BILL WRITE HOUSE POSITION BUDGET AGREEMENT 

MmICAID (conUnuodl 

R.cqulrel 5nd:el to mow that their SUte-dcsipled No provWoa. Supports House provision. No c:xplicit l.!SumptioD. 
Mtdl.Ild_ ...... _m ..... It<I.,...,--I'-...:.---------------.If-..:.:.----'-----------t--~---=---------­
ptrformaacc ~dard, Ind would pc:rmit tbe CoUccliDn 

.~.~~.~~~~~.~!!:.~.~-- .. - ... - .. -
No provision. lnereucs FcdenJ Mcc1itllid mltching ntc far Ala:dca. Opposes clunge to Imlte-State FMAP in the absence 

DC cffons to examine breader allcrnllives. 
No explicit lUumptiOJl. 

~nt No provision. Allows States to usc MedIcaId payment rate' when 
delermining wbethc::r any cost-shuiDg is owed for 
QMB's and dual cliciblca, for oct Bavine' or$2.1 
billion over' years (SS billion in Mcdica.id savings, 
$2.9 billio.ll in Mcrucare COS~'L 

No position. No explicit mumplicn. ..... "" 
ClMIh.nd 
D~ Elrglbl .. 

'IlECONCIl..lA TION CONFERENCE ISSUES PACt' 



BOUSE-PASSED BILL SENATE-I'ASSEO BILL WHITE !JOUSE POSITION BUDGET AGREEMENT 

WELFARE-T()'WORK 

'at.- Labor Applic:s.languagc from the 1911 Law acatina; MOe N 0 provi9io~. S!lPPortJ SenllliO p_osltion lad strongly C N~icit as,um~ns. ..... - lOBS ttl indicate thai participMo In publiC sector or ,~~um wage anl1.v.:~UItD work rcqu en 
Act non·profit wor~ activititl arc not employees under propoub 10 Howe bill. 

the Fair Labor Standud5 Act IIlId other employment 
I .... 

Specifics maximum number ofhoutl ,tates cao require No p1"ovision. SuppOttl Senale position (no provision). 
betlcficiaric! to work by countina; TANF ilDd Food 
Stamp benefits as wagel Cor purpon aftho minimum 
W1Ig~ 

Provide! limi~d n.ondiscrimination and p'~anco Provides grjevance procedures and other worker Supports extending Senate provblons on grievance 

- procodlU'c guidelines aDd other worker prolec:tiOM.lo protections to wrw granl funch. procedures and wotker protec:riOllll to aU working 
T ANF work activities for workfare. ................... ........... .. __ ..... __ ....... _ .. __ . __ ...... - ...... __ . __ .. _ ... __ .... -.-.. . __ .... _. __ ..... _ ....... _ ...... _ ...... _ ...........•................• _._ ... - ..... - welfare rcdplc.nts under TANF. =:_ .... __ .... _._._. __ .. _ .. _-_ .... __ .. __ . ...........•... _ ....... _ ...................•..........•.•.. .. ....... 

Orant - WA VS AND MEANS - Provide. SO pcrunt DC 1S percent of funding by formula., 2.5 percent through Supports Ways and Means provulon in House biU. No expUcit IUumptiolU. 
DI.trlbutlon 1\uldiog through formula pants and 50 percent through competilive gnults. 
•• mwIa competitive gnmu Ilwuded by Labor. 

- [DUCA nON AND I1R WORKFORCE - Provides 
95 peTc~nl of funding throvgh formula gTlIo.b lad 5 

_ ..................... _ ...... .~::.~~~~~.~~.P..~~~~ts ~~~by L~bor.:._ _ ... _-.. _-- .. _--.. __ .... __ ... __ .... -..... _ ............ _._ ....... _ .... _._--_. __ .. _ .. _---_._ ... _ .. -_ .... --_ ....... .............................. ' ............... , ...................... 

'""'- Department nfL.bor. HHS. Depuanen' orLabor. No explicit I3SumptiOOS. 
Admlnbt.,. .......... 

R£CONCn.tA'tIOl'( CONl'ERENCE ISSUES lACE' 



mont 

--­fund 

Vog.tlonal 
....... Ion c. ....... _ 

wortt Uftdet 

TAH'Wcn 
"~ul,... 
_to 

HOUSE-PASSED BILL 

Providm nondisplacemcn.t protections to aU weltm­
to-work pnt fundi. 

Private Industry Councih (PIC's) 

No provision. 

. WAYS AM> MUNS -limits TANF bencl'iciarle, 
counted toward. meeting work particiPltion 
rcquirc.mcnts to 10 percent of me total DUmber of 
pmonl meering the requirement rather than 20 pCrceDt 
of lolal TANF welo.d. Tccn parents in high 'chool 
arc nof required 10 be counted within Ihe 30 pm:cnt 

• EDUCATION AND WOllKFORCE-LiroiuTANY 
bc.o.cfi;iuics a State can count who UtI in yocaUonAI 
education 10 20 perccn.t oflhc lotal number ofpcnool 
mcctiollhr:: wOIk. rcquin:m~l n.lhcr than 20 pcrcCllt of 
the total TANF (&.'Sclem Teen mothers iD hip school 
continue to be counted under the 20 percent Clp. 

RECONCILU TION COl'iFER£NCE ISSUES 

SENATE-PASSED BaL WHITE BOUSE posmON BUDGET AGREEMI.NT 

WELFAR£.T'O-WORK (cDntlnued) 

Limill nondi.splaccmcnl prOt.cetioDS to recipients under 
wclfVc-lO-work tunds (and Dot TANF). ---

Local T ANF agcrlc), 

Provides I performance bonus to Sm.lel that are 
successful at moving welfare recipient!. into work by 
augmllll.lng the existing TANF' perl'ormmce bonus 
fund in fiscal yeu200J. Provides funding over I ,. 
yeat period bctweeo filcal year 1998 and fisw yeu 

~.9.~.!.'.~.~1~~~£~~~.~~ .. ~J~.~.~.~.r.:!~.~~2.:" ......... .. 
ContiouC!o to pennit Slate, to calculate up to 20 percent 
ofthelr'TANF clsc!oadJ participating in vocational 
education as meeting the work. requltemctlt. but 
cl.i.mimtes CUlTt:ol rcquircmentlhat teen mothers 
auendiag high school be counted as part of that 20 
perccn1 cap. 

Supports cxttnding Senate provisioDs 00 
nonlfiS'placemcot to 
WldcrTANF. 

No explicit wumptioJU. 

Supports: House posilioo (PIC's) thatdtiu and other No explicit ISsumpti005. 

IOCII areas should manqe a Jubl.t.D1ial amount or aU 
WTWfund •• _ •• __ . __ .~_ ..•• _~_. ____ .. "~"M""""·"""·""""·" .............. ~ ............................................. -........ . 

Supports mcch.anism to provide incentives and rewards No explicit assumptions. 
for placing the hard-Io·serve. One IPPto~ would 
rc:qolre GOVClDOrs to use III mll'C of their cUlClctioDlI')' 
funds and the Secretary of Labor to use III share of 
comp;titlvc ruods to rcwmtf high·.chicving wclli!.re-to-

~~'~~-.!:...' __ M_' __ " __ """"_"""_"""_" ........ " ....... " •.•• ~ ............................................ . 
The AdmInLsmtion urges the Coo!erccs to drop these 
provisiool . 

No explicit mumplioo!. 
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HOUSE-PASSED BILL SENATE·PASSED BILL WHITE HOUSE l'OSmON BUDGET AGREEMENT 

WELfAJU;.TOoWORJ( (eonBnued) 

EliminlteJ, "m.intcar.ncc-of·cfforf' requirement that 
pl'C'Icots States from loweriD.g SlII1c lupplcmcotal 55I 
.P~:.~~.:... __ . __ ._ .. _._.~ __ . __ .. ___ ._,,_ 

No provision. 

TOJ<' 
Tranllfvrw to 
TIll. XX 

Removes the rcquin:men~ that Stiles trl!1sfcr Sl to No prOvision. 
child care B.eliville", for every $1 in TANF block. KIU.I 
frutdJ thar they tfwfcr 10 the Title XX SDcilLl ScMccs 
BlockGTanI. 

IMMIGRANTS 

All .. - Restom elig.ibility ror SSI an.d Mcdica.id for qualified Reltores eligibility for SSI and Medicaid for qualified 
~Iglblilty tar ali~ who were in (he country and onlhe benefit rolls alicru who were In the eottnlJ)' and on !he benefit roll, 
SSI and receiving SSl as of AUgust 22, 1996. Lega1aUeo! who fcceivinz SSI beneflU .u of Augun 22, 1996. 
MedlC811d were in the U.S. but nol receiving SSI benefit, lU't Provides ell&,ibllity fat SSl benefits to legal aUcoI who 

wcligible for bcnCrlU if they become disabled in the eotered lhe U.S. prior to August 23, 1996 and who an: 
future. Total co~1 is $9 billion over S yean. er who become duabled in the future. 

Give. Slates the option to exempt immigrmt childree 
from me S year ban on Medicaici Exempts immigra..ots 
from Sst ban who IUC so Icveccly disabled they &R 

uoablc to natw'lll.zc. Total cost is $11.6 billion oYer .5 
lYe"",. 

RECONcn...tA nON CONnRJ.NCr. ISSUES 

Strongly opposes repeal oflhc MOE provLdc-11. No explicit a.ssumptloos. 

_ ......... _ •• __ ••••• _ •••••• __ • __ ••• _ •• _ ... _ .... _ •••••• __ •••• __ •••• _ ••• N .............. _ ........ __ " ... _ ... .. 

Opposes HOUle provisicIIJ. No explicit usumptions. 

Supports Senate provision. (1b1l Pruidcnt Iotatcd Ln a Anumci restoring SSt II.Ild Medicaid 
JUDe 20 letter (hilt he will not sign legislation that does eligibility for.n disabled leg.aJ 
not include the poUcy that prottC(3 immignnu wbo arc immignna who arc or become 
or become disllbled.) d..iublcd BDd who entered Ihe United 

States prior 10 August 23, 1996. 
Tho.se disllhlcd legal immignull' who 
entered the Un.ited Slates af'ttr 

Supports Senate provision •. August 22, 1996, and IttC on the tolli 
before June I, 1997, sbaU not be 
removed. 
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HOUSE-PASSED IJILL SENATE-PASSED BILL WlUTE HOUSE POSmON BUDGETAGREKMENT 

WIILFARI! PRIVATIZATION 

" .... ~ Permiu My Stale to (ootB.ct with. priwt:c seclor No provision. Strongly 0PPOSel HOUIC prcniJfoD and urge! the No explieit a.!su.mptton. 
--PtHtaau.- tolity toTOD~ iJ!.oomc verification md cligibili~ --- ConfQ'CCI to toUaw lhe .pproac.h taken by the Senate --_." 

d=tmniDatiora fot Food Stamps and Medicaid. (A (i.e., no provilioo). 
similuprovilion for Medicaid U: inclIJded in lltc 
Comm~n:c Conunincc titlc.} 

FOOD STAMPS 

WocIlllob Provides Slll1el with S6BO million in new fuoding over Provkks $640 million in lundin!, lo creatE additional Admfa.istratioD. endorses Seoate rcimbursancnt Agrccmc.nt provides (or &dditiotul 
5 yean (or Education and Trai.rung activiries within EducatiOD &, Trainiog positions within food I.tamps. Itructurc and HoUle proviliocs for m.a.int~anee of IlDd rcdiroctcd EkT funds '"to crcllic 
Food Stamp" At least 80 pCI'CClltofthc lobi! Food Require. tbe Secretary of Agriculture to establish two effort in order to Ct11utC that the maxiouun number o( additional work slots (or individual! 
Stunp E &.: TfundiDg oUl.1 billion would bc di.ffe~nt reimbuflmtent ntes for Statc$ acccumg slots are created. subject to the time IUnits" to 

: carmarlc.ed to able-bodied aduilJ subject to the work these funds. A hlgbcr rate wIll bel paid to state5 maximize the number of Dew slou. 
requlremcol.lob search BndJob search tntitIing would drawing down (uodwg ror placing pcnoas subjcttlo 
not be an allowable us.c of Ihe fuoding earmarked for the work reQuiRmCDt in work slots whicb keep those 
able·bodied adults. CBC umme! the policy will pCl"5Coa eU;iblc for food staJnps. A lower 
gc:neralc20.5,OOO work slots that kce~ I!.blo-bodiod reimbUl1emcnt rate wiU be pajd to stales thlll use 
,dutts subject to the work. requirement eligible for funding on activities that do not keep penOO! subject 
bl:llefits over S yean. Bul other activities that do nol 10 lhe wOIk requln:meot eligible for bC1lcfitl. eBO 
meet the work. requirc:meM! would be permisJible. assumel thiJ poliey gencralcs 2S0,OOO work slots o"er 
Rcquire.l Slate to maintain 100 puce.a.t oC 1996 levels 5 yeus thai keep people eligible for benefits meet the . 
in order 10 recei"e new 100 percent Fel1cnJ. fUods. work reqllircmc.ats. Requires Sl3tes to mlln!;1in 7S 

percell! of 1996 levels morder to receive new or 
exi.mDR; 100 "ertel'll Federal funds. 
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ROUSE-PASSED BILL SENATE.PASSED BILL WIITTE ROUSE POSITION BUDGET AGREEMENT 

CHILDREN'S HI!AL TH 

ToW Spend. S 1 5.9 billion ovt:r S yean for children', health Spcodl S24 bilUon (p~liminary leoring) for children'. Suppom: AUUlDc!. spendingSI6 billion over S .......... In:s.uraocc: or service" bCllih insunncc, includinl tho $8 billion added fram yean. 
the: tax bill (sec below). • SenGte definition of benefits, limits on cOIHlwing. 

• Stale oplioo in House bill 10 spend grac.1 moolCY on 
gnnlJ, Medicaid, ot a combination oelhe two (SetlllC 
rcqU1n:S Statel to choose only DOC:). 

• SU001i maintcnan~ of effort provision Illd Lb.c 
Senate bill problbItion on using provider Laxes and 
donationJ to fund States' shll'C. 

- • Usi.c.gsame match flte Cot Medicaid and granl 
programs, as in Senate bill. 

°PPOle.s: 

• Provisioru. thai allow Statts to ply for !am.iJy 
covcrage or piy the employee's ibarc of employer-
lpol1SOfcd.insurance in the House bill. .......... _ ................... • _ ........ w_w ___ ._ ... _ .... _ •• . - --.-----.. --.. ---_ .. __ ._-_ .. _---_ .. _._-_. __ .. -.......... -........... --_ ......... _-... _-.... _--._. __ ._---_._ ........... _. ._._._.H·· __ M_ .. ···· .. ···················_············ .. ' ....... No provisioD. Provides an additional $1 billion in the tax bill Supports us.iDg all of the revenue from the tobacco In As.sutDes speac1ing $16 billion over 5 

I.Da" fat inltiativcs that focus on the needs o[ childrt:n IlIId )'C't>. 

. _ ....... -............. -.... . _ ...... -.... _._ ... _-....... -_.-.-._. __ . __ ... _-_ . ___ .. _ .. __ .. , .. __ .. _. ___ .,._ .... _ .. _ ........ _ ....................... ~~th. <>'p'~~_~~~iJ fll.?ding ~:'!~_~:::._ .. _._ 
' .. _"'''''-.-'' .................................................. 

M_ Allows, but does not require. S~tel '.0 restore No provilloo. A~cmCl:1t calls for the reltoration of these beneIN. If mutually agreeable. the funding _to. Medicaid benefits for children losing SSl benefia The Adminbtration supporU fW:aJ)'eIIl 1991 cowd be used to reslOre Medicaid 
COoI""- bc.c.aUM: of Dew, ti;,hler 5SI na.odAllh for childhood Prc:side:nt's budget provision, wlLich guarantees [or curreDt disabled cbildren tOling L.DII_ UI eugibility.· • Medicaid ~overage for thest ehildrci!.. SSt ......... 
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BOUSE·PASSED BILL 

AUa"'" StJ.tes to usa gl'lDt fu.c.ds for for the direct 
provbion ofheaJtb care scrviCOJ. 

SItNA TE·PASSED BILL WHITE HOUSE POsmaN 

CHILDREN'S HEALnt (continued) 

Doc5 n.ot .Uow States to uso grant funds for thIS direct 
provision orhealth care Kn'fccs. 

Strongly opposes House diRet scrvicu option. 

BUDGET AGREEMENT 

Assumes the TCVtnvelo will be tacd 
in the most cost·effective ma:c.ncl 
poniblc to expmd coverage a..,d 
services . .....................• - ..........••...... _ ... __ .... __ .•. __ .. 1-.. _ ... _ .... _ .. _-_ •. _ .•. _ ••..•.•...•.• _ ••..... • •••• wM •••• _M ••••• _., ••••••• M. "M'M.M'_' •• _.M •••••••••••••• _'M.' ••••••••• •••••••• ·'M'. ___ •• __ ••••••••••••••• _ •••••••••• _ •••••••••••• 

funding --
EligIbility 

-.............. 
IlOWA 

Allows Slates 10 'pcDd PIli funds on Medicaid, • Requires Stales to choose between Medicaid and a 
gnat program. or a combination oelhc two. grmt option. ...... _ ............ _ .. _ ............ _ .. __ .... _ ...•.•......... r:-.•. _ ... _._ ................ -.................................. _ ..... . 
Define. mrgded low-income ch.iIdten u thole whose. Includes aceilUlI of200 percent of poverty for 
family income exceods: the Medicaid applicable Icvcu eligibility. 
but dou aot "teed an Income level 75 pettentagc 
P0LnIS higher than the Medjta.i~ appUc:lble intOZOC 
level. 

Extends to cbildrcn', health iniliativc funding thc 
Mtdicald appropriations prohibitions en Medicaid 
paymcllt for Ibortion services. 

Samc as HOWIe. Also includc.s in the Mcdiwd section 
a mtmlgod em sanction provision to chllDBC the 
definition cC"mediclIlIy acccss.a.ry" to extludc 
abortion scrvices cxcept undcr eertam circumstanccs. 

Supports House provisioo. 

OppOSC! Sc.o.a~ provision. 

Strongly opposes limiting acccss to medically 
Oecelsary benefits" iIltluding abortion lCryice.s. 

HEALTH INSURANCI! FOR SMALL BUSINESSES 

IoeludC3 legislation allowing smaIl businessC!l and No provision. StrDllgly OPPOselltDWIc proviJioD.. 
organlzatioDs to offer healtb LD!UtBJIte, CxtcndLDg 
ERISA preemptions IUd Stale regulations, roq,uiri11g 
lolvcncy ltandards for I.SSoOciatioD beaUh plans, IUld 
other lC~tiODS. 

RECONcn..lA 110N CONFERENCE ISSUES 

A!sumes fundLni couJd be used Cor 

A5.s1.u::ccs reJourtc:s will be used for 
low·mcome and uowW"Cd cluldrcn. 

No I:lC.plil:it Il5sumption. 

No explicit auumptioo. 
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Vonlty 
N ....... 

................. :.. .... 

HOUSE-PASSED BILL 

Authorir.cs the FCC to auction frcQ.uentios ttI,taro 
cuntntly allouted for 10110& leJevillion broadC'lning. 
Imposes. time li:m.It on the teleVision UC:C4S1:1 that 
autbonz.c .analO& television services. Allmn the FCC 
10 extend the time limit if mote lhllll 5 percent of the 
bOUICboldl io a maricet rely exclusiyely 00 analog 

~.!.~~~~~~-~~.~~--....... -.-... - ..... ---....... -.--... -
Doc, flat authorize the FCC to auction the lo-called 
vanlz:y telephone numbclI. 

SENATE-PASSED BILL 

SPI!CTRUM AUCTIONS 

Compulblc provision, except that the FCC is rcquiRd 
Co dell)' the retum it tbe 5-percent test is DOt met 

Doe. not authorize the FCC to luctiDo. the so-called 
vlDity telepbone Dumbers. 

...... -........ _ ....... _ ..... _ .. _._-_ ...... __ ._-._._--... - .... _ ..... __ .--_ ... _ .... _ .. _ .. __ ... _ ... _ ........•...... _ .... __ ........ . 
..... 1uupq No provision. No proviaion. 

WI!ITE HOUSE POSITION 

Supports hard cutoff dale with authority to extend fot 
mu.U &Ltd JUrat marbts. Agrccroenl LUumcd thal this 
&U~ would take place iD. 200 I with • firm Cl.1tl)fJ 

date for &Dalol broldcutin, ~ 2006. 

Supports authorizing FCC 10 auction vanity talepb.ane 
nurobcn. 

Seeks authori!y to ,Uow the FCC to revoke and 
rcauctioo a license when a lIccruee l1ecJucs 

.~~~!:1.: .......... _ ....... _._ ........ _ .... _._ ....... __ .. 
No pro ... ision. Authoriz::s rc:imbwxment of FcdcnJ ageocies (or the Administration supports reimbunemeol. 

eoru: of relocating to new IPC:ttrum bands so th.t 
spectrum th~ Il'e DOW using may be made .... ail,ble by 
the FCC for .uction fOT commercial UK. 

Doe!. 001 inclade I penalty fcc thlt would be levied Docs not include Ihi! pcoaJ!y fcc. 
aga.inst those entities who,,:ccived "fiu" IPCe.truro. for 
advanced, ad ... crtilc:r·bascd television Sd'Viecs, but 
failel1 to utilize it fully. 

RLCONCD..lA ttON CONI'ERENCE lSSUES 

Proposes a fcc 10 bo levied aptnst entities that 
reccivcl1 'pcctnun at no ceargc for dJgital 
broadtutinC. bUI opted to utiliz.e it (or IDlcillary 
services. 

BUDGET AGREEMENT 

Codify cuttC:nt 'FCC plans to Rclaim 
JUJ'ilNS "aMlo," broadcast spectrum 
after broldcutcn b.ve migrated to 
oew l1igitll. chancels.. 

Authoriu the FCC to award new 
geoetarioO!ortoJl-mc "'BOit)' 
telephono oumbers througb so 
auction . 

No uplicit anumptio.c.. 

No explicit assumptioo. 

~ authoril.cd by cum::nt law. a 
penalty fcc would be levied IIge.ic.st 
tbos.c cotitics who received II &te" 
spectrum for advanccd. advcrtiK:r­
based television (miccs but wled 
"' utllizc it fully. 
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BOUSFrPASS[O BILL SENATF--PASSED BILL 

Requiru paymcnt La guano,>, agcot:ici ofD.aS percent Same provblon. 
orme principal of aU new lOIln'. Capped at $170 
million for 1998 u.d 19991lld. $JSO million for 2000-
2002, 

STUDENT LOANS 

WHITE HOUSE POSmON 

OpP05CI thiJ provision. Admlnistration bcttcves this 
would crcate Il Dew CDtillemcnt. 

BUDGET AGREEMENT 

No explicit A.UumptiOD. 

•• _._ •••••••••••• _ ••••• __ ••••••••••••••••••• __ ._._ •••••••••••••• __ ...... _ ••• __ •••• __ •• __ ,,_ •• __ , •• ". __ ._ ... _ ........ N •••• _ •••••••••••••••••••••••• " ...................... __ •••••••••••••••••••• N •••••••• 

.mh,h-

, 
M.elscal car. 
Coot ........ 

Elimin&les the Smith·Hur.hes Act. the angina] 

:~:?=.~~~~_?_~_~.~!:Il~~ .. ~.~~:.~., ...... ,.""_ ......... , .............. ,. 
Allows guannty Igcnc:it:.l to retain 18.5 percent on 
paymCIltl received wben I defaulted IOID is 
COD$olidated. 

Repl~oc.5i the e.Ustias Medital Cue Coli Recovery 
Fund with a new fund ilIlo wh.icb monies recovered or 
collectt:d (or modjcal care would be deposited and 
would be available, JubJuJ 10 opp,op,lalioru, to pay 
for the C1pcn:s.es L1Socialed with vl:lerml' medical 
cue. 

Abo. i..otludtS a "Callsafe" provisioD authorUlo& 
additional funds in the evenl th~c is a sbortfall in 
IJlticitlilitod coUectior\) in c.xceu oUl5 mlllion. 

ll£CONCILlATION CON1'ERE,NCE ISSUES 

No provisloD. SupporU HOule provision, wbicb is consistent with the Assume! eliminatioD of Smith-
~~em~_ .. _ .. ~_. __ . __ .. _ •. ___ . ___ .. _~~~~: .... __ ....... _ .......... _ .... _~. 

No provuion. Opposes thls provision, whicb would provide fuDding No explicit IlIsumption. 
10 ~t)' agencies wilbout regard to expenses 
lncwrcd. IDtcrprctJ ameDdment to have only 

. prospec;tive 110t rctrol~J'e !PPltcatioll. 

VIlTERAIIS' BeNIlFITli 

Rcpllce.l the cx.isting Medical Care Cost Recovcry Concurs with Senate position. Assumes repJalng the existing 
fued with. new fund into which monics rccovetcd or Medical Cm Co!l Recovery FU1ld 
coUcctz:d for medical care would be deposited and with 8 Oew fund into which monies 
would 'be available. subject to appropriationJ, 10 pay recovered or coUetted fOT medical 
(or thc expeosel associated with vtttnm' medical care would be deposi1ed and would 
care. 'oe avaibb!c, mbjrcr /0 

appropriatioru, to plly for the 
Upc.nscl uwcilted with vetcCMJ' 
mtdi.cal care. 

No. ''Cansafc'' mechaniw. No explicilamDnptioo. CD "(ailufe." 
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HOUSE-P'\sSED BILL SEN,l.TE-P,l.SSIID BILL WHITE HOUSE POsmON BUDGETAGRUMtNT 

HOUSING 

........ No ProviIion. (Representative Lazlo bu iotroduecd. FHA Multifamily Mortgacc Rl:.tru~rurtng: Net savinga Supports the following chllliCS to StOlle bill: No c~"plicil1Jswnptioo. ........ by request, the adminimation's bill and there is at lc.a~t would be $240 million between 1997 and 2002. The 
one otherboulc version introduced so fat.) reform would reduce the rents em Section I Housin& - Allow (or the eODvct.icn of subsidies 10 portable 

.contracts IIld usc II new capital grant progr.zn out of tmint-based assistance, Illcwing \mants 10 acck oul 
the FHA in order 10 Ivert large dcCsults dc. federally till! best avaIlable houlmg_nd pen:nltting projects to 
insured morC&agQ. There an: several diff~DI·ytr.ion!ll develop I more diverse mix ofiDccmc levell. (Sco&tc 
of this JCKuIDLion. Witlloutlbcsc proVisions, the IllBinWnllow-ineomc nolal assistance liS project-
Banking Committee would still exceed its target blBed, tied to speciRe propcrlic:I.) 
reconciliation lavings of 11.5 billion over 5 yelts. 

• Give HUD mote Oex.ibWry 10 dcs1i:D the m03t 
effective p&rtDcnhips. (Senate cltablisbcs a 

, p~fereocc for deJcglting mtrUcruring tasks 10 haUling 

• lin&ncc agencies.) 

• Amcud ax code to aJlow for tax. aro.ortiution in 
cx~e Cor loag.tcrm affordabllity restrictions. 
(SenalC 8:dempts to address '!IX issues through the usc 
oC",oft .. second mortgages which. as interpreted by 
IRS, may .cot baye the desired effect or deferring tax 
consequences.) 

(CeO leorel $326 million in ~vin" over 1991·2002 
from the Administratioo', bill 
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HOUSE·PASSED IlILL SENATE-PASSED BILL WHITE HOUSE POSITION BUDGET AGREEMENT 

_D1'IIE&..lSSUeS -
$$IU ... ,_ Aulhoriu-s lID increase to the fcc State, pay wheQ they No provwoa. SUppOlt3 the House Jangllage. Calls rm • propclI,al to i.ccreue the 

enter iDto ~cmeD.ts. to have SSA administer State exuLiDg fees to offstt SSA·n:lated 
supplemental Pl)'IncntJ (i.e .. Stale payme.o.!S that lUe spending. 
supplemental to tbe Fedcnl SSI payment) and makes 
the funds from Ole io~ availablll to SSA for 
.dmioistrarivc expcllSCS, subjctllO appropriations 
action, .......•.. , ............•....... .. ~.-............. -......... -............... " .. _ .•.... _ .... _-_ ... _. __ .. - .. .... -.. -.... __ ..... _ .................................................................... . ...... __ ....... _ ..... __ .... __ ..... - .... _-_. __ ._-_ ....... - .... -...... . ....... _._ ......... _. '" , ...... _., ····H· .. ·H ...... · .. · '. _ ...... 

~ ..... No pro'Jision. Transfen 4.3 ceDls molor fuel taxe9 from the General ObjccLs to Senate proposailo transfer 4.3 Gents to the No explicit IUsumptlon. 
mot1M' f\M:I fuod to the Trust Fund. HU.The Agrccmentl.Ssumes thai. these lUes wiu 
l&JII tran-ter continue to go to the General Fund for deficit 

red'llctloo. The growth in RTF balMce9 will gcnenn: 
signilicmt pressure to increase rpcndina abOVe the 
leoals u9umod in me Agreement Shifting the 4.3 
cents (0 the HIT win in~ !.he fiscal year 2002 
balance from $34 billion to ovu $72 biUioo, urumlcg 
the Agn::emcnt spending levels. 

Creates an II11Cftit)· Passenger Rail Fund [IPRF} to Objects to this propes81, which provides fvnd~ to 
ftmd AMTRAK. This 52.3 biUiOtl. fu.nd is capitalized AM'T'RAK above lhoge In the A&recrocol Expenditure 
by a smllller taX cut in the Senate and is subject to from tha IPRF sh.ould be limited to capital only and 
appropriation. contingeot upOll AMJRAK. reform Icdmlltioo. 
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HOUSE·PASSED BILL SENATlL-P ..sSED BILL WHITE HOUSE POSITION BUDGET AGREEMENT 

OTHm ISlUes (continued) 

UII"t~ Ways uad Means -Includes authorization ofUI No prO\'ision. Support! House provision. aloae with budget proceSi Assumes laving! in mandltory 
progRm integrity ac.tivit1cs. rcfonns in order to achieve lavin~! ISSUlncd in tho unclDploymcnt mlW'Ulcc [t1IJ 

Agreement benefits due to inucued 
discretionary spending on m 
integrity activities (e.g. iDcrns.ed 
eligibility rcVlCWS. LaX audits). 
Au\,llncs President', budget 
requested level of fu..ading for U1 
integrity ($19 million in 1995) ill 
provided in addition 10 continuing 
integrity .t'tivitiCJ alJeJ.dy funded i.e 
lhe base Ul admioiltrativc grant! 10 
obtain lh~c SlVln2S. 
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MAJOR POLICY ISSUES TO BE RESOLVED IN RECONCILIATION CONFERENCE 

~ MedicarePlas! 
Medicare Choice 

Prepared by the Majority Staffs, House and Senate Committees on the Budget 
I luI 1997 

HOUSE-PASSED BILL SENATE-PASSED BILL 

MEDICARE 

Payments to MedicarepJus Health Plans - Carve Carves out DSH, IME, and DME from the Medicare 
out of amounts attributable to disproportionate share Choice payment over 4 years. 
hospitals [DSH]. indirect medical education [lME] 
costs. and direct medical education [OME] costs. 
- COMMERCE - Phases out amounts over 5 years. 
- WAYS AND MEANS - Maintains amounts in 
MedicarePlus payments. 

Uses a 50-50 blended payment of loca! and natjonal 
Capitation Payment Rate- Derive from a blend of ~St11b~1 a~ 112t ill&2ut (;![k~-ildjU!!l~d, Q[cmb iD 
local and input price-adjusted national costs. gamu~nts lied t2 QIl~ elJm1b. 
• COMMERCE -70% loca~ 30% national. 
• WAYS AND MEANS - 50.50 blend, updates links 
t2 growlb in FFS Medicare. 

Set:!J floor' ef $ .,i!99 e ,em eud mailifttin:!J ptl' n!cnt tit 
Minimum Monthly PaymentIMinimum Update- 199 pe.eeut of the prior ,cer. Initially sets $350 
- COMMERCE - FloorofS350 in 1998. Sets ~iU!llUmt fl2.Q[ DDd miniml1m inc~ass: 12111 prg~ids:s fQr 
payment at 100 percent of 1997 rate for 1998, 101 odiYlilms:ol 12 iDSa:sali~ ilQ2[ t2 8S~ 2roAli2oaJ 
percent for 1999-2000, 102 percent for 200 I and AY~Dlg~ (g~t[ ~QQ) UllaD!:<!:d bx ~du!:<illg minimum 
beyond. jn!:<rease t2 lerg 
- WAYS AND MEANS-FloorofS350 for 1998. 
Sets minimum payments increase of 102 percent of the 

: prior year's rate. 

RECONCILIA TlON CONFERENCE ISSUES 

BUDGET AGREEMENT/WHITE HOUSE POSITION 

Supports Senate and House Commerce 
provisions on carve-oul 

Supports Commerce 70130 blend, which 
mitigates the geographic variation in payments 
without major disruption; the House link to 
fee. for· service payments; the Commerce floor; 
and the House approach to risk adjustment. 
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- Private fee--for 
sen-iet 

- Home HeaUb 
Spending Transrer 

HOUSE-PASSED BILL 

No proyjsion 

Transfers certain home health spending (following 100 
visits or not following a hospitalization) from Part A to 
Part B. 

- COMMERCE - Makes entire transfer immediately. 
- WAYS AND MEANS - Phases-in transfer over 6 

............................................... . r..~~~: ........ _ ................................................ _ .. _ ................. _ ......... _ .. 
6 MSA's Provides for medical savings account demonstration, 

allowing 500,000 individuals to enroll. 

- Eligibility Age No provision. 

RECONCILlA TlON CONFERENCE ISSUES 

SENATE-PASSED BILL 

MEDICARE (continued) 

priyate fee_for_seNice option NQ protect jon agajnst 
I balance bill in.. . 

Phases in transfer over 7 years, 

Allows 100,000 enrollees, Limits cost·sharing to 
amounts allowed under HIP AA. 

Confonns Medicare eligibility age to Social Security's 
nonnal retirement age, saving S10.2 billion from 2003 
through 2007 and reducing Medicare's long-tenn 

.~~.~.:~~_~r.~:~.~.~.~.~~ . .?~.p.~r.:?~.~: ......... _ ... _ ....... _ ...... _ .. _._._ 

BUDGET AGREEMENTiWlIlTE HOUSE POSITION 

Strongly opposes any provision to allow balance 
billing. 

Supports House Commerce Committee provision 
because it is explicitly consistent with the Agreement 
and extends the life of the Trust Fund by 2 additional 
years. 

Supports Senate with current law balance billing 
limitations. Demo should be as small as possible and 
limited geographically for a trial period (e.g., 2 States 

.r.?~.? .. ~~~~: ................ _ ................................................................. .. 
Strongly opposes. Would increase number of 
uninsured Americans. 
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HOUSE-PASSED BILL SENATE-PASSED BILL BUDGET AGREEMENTIWHITE HOUSE POSITION 

MEDICARE (continued) 

- Income-Relaled No provision. Phases up premium from current 2S percent of Supportive in concept bufoppose how policy is 
Premium program costs to 100 percent, saving $3.9 billion over structured in the Senate. Policy would create 

5 years. $19.6 billion over 10 years. Phase-in would be incentives for beneficiaries to leave medicare and 
over income ranges: for single persons with incomes would lose significant revenue due to administrative 
of S50,OOO to $100,000; for couples with incomes of inefficiency_ Prefer 75% phase out, indexing income 
S75,OOO to SI25,OOO, thresholds to account for inflation. Administration by 

..... _ ................ -... _ ..........•..... .......••... _ ........••... _ .. _ ............ _ .... H ••.......... H ....•••............••.•...... H .......... ................•................•...................................•............•..............•. H ....... .~.~~ .. ~~.!~~ .. '?~.I.r..!~~~.~~: .. ?P..!~~.?~.?..~~ .. ~.~~:.!~H~: ••.... H ... H._ 
- Home HeaUh No provision. S5 dollar copayment applying only to home health Strongly opposes. Ineffective at lowering use, since 

Copayment visits paid from Part B; capped at annual hospital 85% of beneficiaries have Medigap or Medicaid. 

............................................... ............................................................................................................ . ~.~~.~.~~.~~~.; .. ~~:.~ .. ~.:? .. ~~~.~~~.?..~.~~!..?...r.~~: ................... _ .. .~~.?!~!:.!~~~~~~.<!.~~.~.~~~ .. ~!:?::.~~~~.?:_ .. H .. _ .. M._._ ....... 
- Medical Malpractice - COMMERCE - Limits noneconomic damages to No provision. Strongly opposes House provisions. 

S250,OOO. and implements other reforms. 
- WAYS AND MEANS - Limits noneconomic 
damages to $250,000 and implements other reforms. 

-lo.Vear Savings WAYS AND MEANS- S386 billion_ (The Saves $447 billion over 10 years. Agreement calls for $434.0 billion in net Medicare 
Comme_ree Committee does not have jurisdiction over savings over ten years. It also calls for extending the 
the fun amount.) list ofthc Trust Fund by at least 10 years - the Senate 

bill falls 1 year short of the Agreement according to 
CBO. 
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HOUSE-PASSED BILL SENATE-PASSED BILL BUDGET AGREEMENTIWHITE HOUSE POSITION 

MEDICAID 

- Total Savings Saves 512.9 billion $1 I 8 bjlljOD, after adjusting the . Saves net ofSJ3.S billion $14 7 billion over 5 years. The Agreement calls for $13.6 billion in savings over 
CBD-reported savings for Medicaid-related changes five years, net of spending on new initiatives described 
because of the child health insurance initiatives. .!.~.~~-~~~~~~.~:.-.-.. -.. -.. - .. -.. ----.. ----.. -... -"' ... _ .... ' .-.........•...•....... _ .. -.. _ ........ _ ... ............................................................................................................ ................................................................................................... -....... 

- DS" Reduction! Reduces disproportionate share hospital [DSH] Reduces disproportionate share hospital [DSH] As in OBRA 93, DSH policy should be designed to 
payments by $15.3 billiong:maover 5 years by payments by $16.0 bi11ion~over 5 years by avoid undue hardship on any State: 
establishing additional caps on State DSH allotments establishing additional caps on State DSH allotments 
for fiscal years 1998-2002. The State DSH allotments for fiscal years 1998-2002. Freezes very low DSH • Supports President's 1998 budget proposal, which 
for States in which 199~ DSH payments were less than States for 5 years (below 3 percent DSH); low-DSH takes an equal percentage reduction from a State's 
1 percent of total medical assistance spending would (above 3 percent but below 12 percent) get phased-in total DSH spending, up to an "upper limit." 
be frozen at the level of payments for DSH IS-percent reduction from their allotments; high DSH • DSH savings should be linked to a Federal standard 
adjustments in those States in 1995. For States (above 12 percent) get a phased-jn 20-percent for targeting remaining DSH funds to needy hospitals. 
classified as "high" DSH States for fiscal year 1997, reduction and a phase-out of any spending for mental • Supports House provision requiring States to make 
DSH allotments would be reduced from the highe: ef health facilities from their base DSH aJJotments. Also DSH payments directly to qualifying hospitals (rather 
1995 cM996 payment levels. The reduction applies new restrictions on using DSH for mental than through managed care payments). 
percentage for "high" DSH States would be equal to 2 health facilities Dod ~gui~s Slill~s til IlriQ[jti~ 
percent in 1998,5 percent in 1999,20 percent in pro::m~ol5lQ b2spitals bas~ eo 1heir 1~-iD~m' 
2000, 30 percent in 200 I, and 40 percent in 2002. All utmutien rate 
other States' DSH payments would be equal to the 
~ 1995 or-+996 DSH payments levels reduced 
by one half of the reduction percentages for "high" 
DSH States. 

RECONCILIATION CONFERENCE ISSUES PAGE 4 



, 

HOUSE-PASSED BILL SENATE-PASSED BILL BUDGET AGREEMENTIWHITE HOUSE POSITION 

MEDICAID «ontinued) 

- DC and Puerto Rico No provision. Increases FMAP for DC to 60 percent for 1998 D.C. - Opposes Senate sunset in 2000 and supports . 
through 2000; increases payment for Puerto Rico ,by increasing match rate to 70% (as in President's 1998 
$30 million in EY 1228 gJU:i in~D:iU!!:li fQ[ glbsr budget). 
territories 

Puerto Rico - Supports adjustments for PR and the 

.....•...........••.............•........ _ .... ...........•............................•••.... _ ........................................................... ........••.••.............••.................................•.....................................•.... _ .. .!.~.?"!!.?~~~~.~.?~-:.~~~!~.~.~!.:~ .. !.??.!.!'.~~~~!:... ..... -_ .... _.-
- Medicare Part B Spends $1.5 billion over 5 years in Medicaid for Creates a n,ew Medicare block grant, SI.5 billion over Supports financing the cost of the full Medicare 

Premium Protection premium assistance for seniors with incomes of 120 5 years, to States to provide premium assistance for premium through Medicaid. 
percenlto 175 percent of poverty: Covers the fun beneficiaries between 120 percent and 150 percent of 
Medicare premium for those with incomes up to 135 poverty. Objects to Senate provision that uses a Medicare grant 
percent of poverty. For seniors with incomes between for this assistance that sunsets in 2002. 
135 and 175 percent of poverty. the assistance covers 
that portion of the Medicare Part B premium increase 

.... __ .. -._._ ... _.-......... _-. .~~~~~.!!~!:!~:t::!!~~~.~~~!~ .. ~.~~~~.~¥.~.~?~r.~.~:.:._ ....... .............. _ ...••..........••.............••..............•.......................••.............•..•... . ..........•.............••.•........••••..............••..•........•• _ ...... _ ............. _ .............. 
- Medicaid Cost No provision. Allows States to Require3 limited cost sharing for Strongly opposes Senate provision for optional 

Sharing optional benefits; prohibits cost sharing for children benefits. The Administration is concerned that the 
under 18 in families with incomes below 150% of Senate bill could compromise beneficiary access to 
poverty. quality care. Low-income elderly and disabled 

Medicaid beneficiaries may forgo needed services if 
they cannot afford the capay. Strongly supports 
Senate provision prohibitin~ cost-sharing for children. 

- 1115 Waiven and Extends expiring 1 t 15 Medicaid waivers. Extends expiring 1115 Medicaid waivers without Supports continuing policy of budget neutrality. 
Provider Tax Walven regard to budget neutrality. Also deems provider taxes 

as approved for one State. 
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HOUSE-PASSEO BILL SENATE-PASSEO BILL BUDGET AGREEMENT/WHITE HOUSE POSITION 

MEDICAID (continued) 

- Retum-lo.Work No provision. Allows States to allow workers with disabilities~ Supports President's 1998 budget proposal, which 
c;nmioc;::i: Drs: h!:IQw 2SQ% Qfgg~~r:tt to buy into would not limit eligibility to people whose earnings 
Medicaid. are below 250% of poverty. 

- Criminal Penalties Amend Section 215 of lDP AA to provide sanctions Amend Sectionrl-Slli ofHIPAA to provide. Supports repeal of this section. 
for Asset Divestiture only against those who help people to dispose of assets sanctions only against those who help people to 

in order to qualitY for Medicaid. di~pose of assets in order to qualify for Medicaid . 

• Mtdlaid Requires States to show that their State-designed No provision. Supports House provision. 
Management Medicaid management systems meet outcome-based 
Information performance standards and would permit the collection 

and anal~is of person-based data 

- Alaska Medicaid No provision. Increases federal Medicaid matching Tate faT Alaska. Opposes change to single-State FMAP in the absence 
Match Rate of efforts to examine broader alternatives. 

- Payment Rates for No provision. Allows States to use Medicaid payment rates when No position. 
QMB'sand determining whether any cost-sharing is owed for 

Dual Eligibles QMB's and dual eligibles, for net savings ofS2.1 
billion over 5 years ($5 billion in Medicaid savings. 
$2.9 billion in Medicare costs.) 
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HOUSE-PASSED BILL SENATE-PASSED BILL BUDGET AGREEMENTIWHITE HOUSE POSITION 

WELFARE-TO-WORK 

- Fair Labor Applies language from the~ .l2S..8law creating NopmyjsjoD Supports Senate position and strongly opposes 
Standards Act AFDC JOBS to indicate that participants in public minimum wage and welfare work requirement 

sector or non-profit workfare activities are not proposals in House bill, which were not in the 
employees under the Fair Labor Standards Act AIld Agreement. 
other employment laws 

Specifies maximum number arhours states can require l::l!l1l~isi2n Supports Senate position (no provision). 
beneficiaries to work by counting TANF and Food 
Stamp benefits as wages for purpose of the minimum 
wage. 

Provides l.i.m.iWlnendi"eriluil,atiem and grievance ~lI!vide:s KIieYDD!i,;!: D~~du~s: lIod ",hce wQr:k:~r Supports extending Senate provisions on grievance 
procedure guidelines I1ml Qlb!:[ wQm!:[ J:![Qt!:!Oli!:!DS 12 J:!wl~liQns 12 WTW KOmi mods procedures and worker protections to all working 
TANf wort actjvitjes ref i\ 01 Hare. .~~!~~.!:.~!p.~~~~.~.~~.~.~.!~~~: ...... ~ ...................................... _ .... _ .. _ ......... _-_ .......... __ .. ................................................ _ ......... _ ............................................... .. .......................................................................................................... 

~ Grant WAYS AND MEANS - Provides 50 % of funding 1~~ !2ffYDding b): formula 2~% Ibnlugb !;Qm~liliY!; Supports Ways and Means provision in House bill, 
Distribution Formula through fonnula grants and 50 % through competitive gmnls. which best accomplishes goal in the Agreement that 

grants awarded by Labor. funds be allocated and targeted to areas with high 
poverty and unemployment. 

EDUCATION AND THE WORKFORCE-
Provides 95% of funding through fonnula grants and 

----._ .. _ ... _-_ .. _ ... _-_ .... ~% ~.~~~ ~~.~t::~.i~~~~J~ra~~!.~~~~~.~t~~.?~: ..... _. ........ _ .................................................................................................. . ............................................................................................................ 
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HOUSE-PASSED BILL SENATE-PASSED BILL BUDGET AGREEMENTIWHITE HOUSE POSITION 

WELFARE-TO-WORK, CONT'D 

-WTW~~DlI Department of Labor lIHS DepanrnnentofLabor 
Adminqttrin,e: ~e:ena 

- W:d [I! rs:: III !!!l:rk f[QYid~li DgD-diliphu~~m~DI p[Ql~iQD:i 12 illIl!S:lfi!~ Limits DQD-diliplas;~m!:Dl gr~:a!::~liQos 12 ~ipi!:Dl' Support extending Senate provisions on non-
1!g;!l:slisglD!:~mtDI to work grant funds. lID~!:[ ~lflm::-12-wQrk funds {Dod OQl IA~E} displacement to all working welfare recipients under 

TANF. 

.wrwJ.&!;:a) f[jYlll!:i Indllso: Qmm~ils CfICs) Local lANE agem;y Supports House position (PICs) that cities and other 
howm loeB.1 areas should manage a substantial amount of all 

4i1mioilllm!i!lD WTWfund •. 

- ~[[QIl!!!D'"t Eund NQ proyisjoD Provides a perfonnance bonus to States that are Supports mechanism to provide incentives and 
successful at moving welfare recipients into work by rewards for placing the hard-ta-serve. One approach 
augmenting the existing TANF perfonnance bonus would require Governors to use a share of their 
fund in FY 2003. Provides funding over a 3-year discretionary funds and the Sec'y of Labor to use a 
period between FY 1998 and FY 2001, thus share of competitive funds to reward high-achieving 

_MM".·_.M"M· __ ._._···_. _._.M ... _._. __ • _____ .. ". __ .. M ... M ...... ·_ ......... M ..... • ... _. .~~.~:~!.~~~.?~.~~.~~.!~.~~ .. ~~.~~: .......... M ......... _ ....... M ............... .~~!.~~~~~~~~.p..~.~~.~: ............ " ............... " .......... M ........... _ 
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HOUSE-PASSED BILL SENATE-PASSED BILL BUDGET AGREEMENT/wHITE HOUSE POSITION 

WELFARE 'fe weRl' 

·551 Stale Eliminates the maintenance of effort requirement that No provision. Strongly opposes repeal of the MOE provision, w,hich 
Supplement! prevents States from lowering or elimjnatjng State was not in the Agreement. 

supplemental SSI payments. 

• Vocational - WAYS AND MEANS - Limits the number ofTANF Continues to penn it States to calculate up to 20% of The Agreement did not address making changes in the 
Education Counted as beneficiaries who can be counted toward meeting the their TANF caseloads participating in vocational TANF work requirements regarding vocational 

Work UnderTANF work participation requirements to 30% afthe total education as meeting the work requirement,. but education and educational services for teen parents. 
Work Requirements number of people meeting the requirement rather than eliminates current requirement that teen mothers and the Administration urges the Conferees t.o drop 

20% of the total TANF caseload. Teen parents attending high school be counted as part of that 20% these provisions. 
attending high school are not required to be counted cap. 
within the 30%. 
- EDUCA nON AND WORKFORCE - Limits 
number of TANF beneficiaries a state can count who 
are in vocational education to 20% of the total number 
of persons meeting the work requirement rather than 
20% of the total TANF caseload. Teen mothers 
attending high school do aot fail .. ithin continue to he 
'2lmte:d l!Ode:[ the 20% cap. 

- T ANF Transfers to Removes the requirement that States transfer $2 to No provision. Opposes House provisions, which were not in the 
Title XX child care activities for every $ 1 in T ANF block grant Agreement and would allow States to channel funds. 

funds that they transfer to the Title XX Social Services away from low-income families and reduce their 
Block Grant. effective TANF contribution. 
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HOUSE·PASSED BILL SENATE·PASSED BILL BUDGET AGREEMENTIWHITE !lOUSE POSITION 

.... '!!bFARE H) '.'I9R1' IMMIGRANTS 

- Alien Eligibility ror Restores eligibility for SS1 and Medicaid for.Jegttt Restores eligibility for SSt and Medicaid for~ . Supports Senate provision, which implements the 
SSI and Medicaid mml.i.fkd aliens who were i!1 the country and on the mml.i.fkd aliens who were in the country and on the Agreement. House bill fails to fully re'store S81 and 

benefit rolls receiving S8I as of August 22, 1996. benefit rolls receiving SSl ~ as of August 22. Medicaid benefits for aU legal immigrants who are or 
Legal aliens who were in the U.S. but not receiving 1996. Provides eligibility for.£Sl benefits to legal become disabled in the future who entered the U.S. 
S81 benefits are ineligible for benefits if they become aliens in the H.5. en lo\tI!;tI't ~~. 1996 "tit w,ho IICIC prior to August 23. 1996. (The President stated in a 
disabled in the future. Total cost is $9 billion over 5 net on the benefit rollJ then at nli) time in tlte fttttne if June 20 letter that he will not sign legislation that does 
years. the, beeollle c:li!abled. WbQ ~QI~~ Ib!;: U S g[i!l[ 12 not include the policy that pf?tects immigrants who 

AugnS12J 1226 Dod ~bQ ODe Q[lYb2 ~2W~ di::u.d21!;:d are or become disabled.) 
in Ibe future 

Qiy~S Slat~s Ihe QgtiQ!l t2 !:X~m~l immigmol ~bild[eD Supports Senate provisions. 
[oom lb~ S ~iI[ bilO QD M!:idi!;Did EX!:imglS 
immigD!ols fmm SSI hiln lYbQ urn S2 s~,,:~I:i disabl~d 
Ib~:i BUi ~Inabl~ 12 nal:J.![Hli~ Total cost is~ ~ 
billion over 5 years. 
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HOUSE-PASSED BILL SENATE-PASSED BILL BUDGET AGREEMENTIWHITE HOUSE POSITION 

. FOOD STAMPS 

- Work51ots Provides States with $680 million in new funding over Provides S2!2 million in funding to create additional Agreement provides for additional and redirected E&T 
5 years for Education and Training activities within Education & Training positions within food stamps. funds "to create additional work. slots for individuals 
Food Stamps. At least 80 percent of the total Food Requires the Secretary of Agriculture to establish two subject to the time limits" to maximize the number of 
Stamp E & T funding ofSl.1 billion would be different reimbursement rates for States accessing new slots. Administration endorses Senate 
earmarked to able-bodied adults subject to the work these funds. A higher rate will be paid to states reimbursement structure and House provisions for 
requirement. Job search and iob search training would drawing down funding for placing persons subject to maintenance of effort in order to ensure that the 
not be an allowable use of the funding eannarked for the work requirement in work slots which keep those maximum number of slots are created. 
ahle-bodied adults. CBD assumes the policy will persons eligible for food stamps. A lower 
generate 205,000 work slots that keep able-bodied reimbursement rate will be paid to states that use 
adults subject to the work requirement eligible for funding on activities that do not keep persons subject 
benefits over 5 years. Hgw!:y!:[ glb!:[ 8~livili~s IbDJ to the work requirement eligible for benefits. CBO 
dQ nol m!:!:llb!: walk Wluj~mtnlS lYQuls! b~ assumes this policy generates 250,000 work slots~ 
pennjssjhle Requjres Stat!:s to maintain 100% of ~that keep people e1isiMe fol beliefit!~ 
1226 Ic!cls jn Qnh:c[ lQ ~jyC DC»: I QQ~'1 Eedeml ~[k n::QUi~meDls OWCl 5 ,ears. BlZluin::s StDles 12 
~ maintDin Z~~ Qf 12261ey!:ls in Ilm!:clQ ~ejyc De!{ 

Q[CXiSlinB IQQO~ [!:d!:ml fllm;ts -_._._ .. _ .. _ .....•••... _ .. _ .. -...... .... _ .. __ .. _ .......................................................................................... ............................................................................................................ . .............................................. _ ................ _._ ......................... _ ............ 
- ":fc'Cas:12 Y1lah cr Pennits any State to contmct with a private sector Allo,!! up to 19 Stftt,! to conduct a denloll!tration Strongly opposes House provision and urges the 

",<Irare PdrstizBtkm entity to conduct ineome .Clificafioll anti eligibility l"OStmn ofeontlaetiug out income, el ifieatioft and Conferees to follow the approach taken by the Senate 
detenninations for Food Stamps DDd M~di~Did e1iSi15i1it, cletelll.inatioll adi. ilie! to pri.ate sector (i.e., no provision) . 

. . Nn •. 
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HOUSE-PASSED BILL SENATE·PASSED BILL BUDGET AGREEMENTIWHITE HOUSE POSlTlON 

CEULDREN'SHEALTH 

- Total Spending Spends $15.9 billion over 5 years for children's health Spends $24 billion (preliminary scoring) for children's Supports -
insurance or services. health insurance, including the $8 billion added from • Senate definition of benefits, limits on cost-sharing 

the tax bill (see below). · State option in House bill to spend grant money on 
grants, Medicaid, or a combination of the two (Senate 
requires States to choose only one) 
• Strong maintenance of effort provision and the 
Senate bill prohibition on using provider taxes and 
donations to fund States' share 
• Using same match rate for Medicaid and grant 

, prog~s, as in Senate bill . 

Opposes -
• Provisions that allow States to pay for family 
coverage or pay the employee's share of employer-
sponsored insurance in the House bill 

M·M._._ ...... _ .... M ••••••••••• _ ••••• •••• __ •• M ••••••• __ ._ •• __ ... _____ •• _____ ._ ........... _ •• _ ... ................................................................................ -...... _ ........ -.. _ .... ................................... _ .. _ ...... _ ................. -............................... _ ........ 
- Extra 58 billion No provision. Provides additional $8 billion in the tax bill. Supports using all of the revenue from the tobacco tax 

for initiatives that focus on the needs of children and 
health. Qp~ses sunset in this fundingafier 2002. 

- Medicaid Jknefiu Allows, but does not require, States to restore No provision. Agreement calls for the restoration of these benefits. 
for Children Losing Medicaid benefits for children losing SSl benefits The Administration supports FY 1998 President's 

SSI Benefits because of new. tighter SSl standards for childhood budget provision, which guarantees Medicaid 
eligibilitv. cov~e for these children. 
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HOUSE·PASSED BILL SENATE·PASSED BILL 

ClllLDREN'S HEALTH, CONT'D 

- Direct Provision of Allows States to use gmntfunds for the purehase of Does not allow States to use grant fUDds~for 
Sen'ic:cs 'lo8lt'" iUJtft'8:uee for the direct provision of health care the direct provision of health care ~ 

sm:iru. 

- Funding Structure Allows States to spend grant funds on Medicaid, a Requires States to choose between Medicaid and a 
I grant program, or a combination of the two. grant option. 

- Eligibility Defines targeted low-income children as those whose Includes a ceiling of 200% of poverty for eligibility. 
family income exceeds the Medicaid applicable levels 
but does not exceed an income level 75 percentage 
points higher than the Medicaid applicable income 
level. 

- Hyde Amendment Extends to children's health initiative funding the Same as House. Also includes jn the Medicaid sectioo 
Medicaid appropriatjons prohibitions on Medicaid a managed care sanction provision to ,-hange the 
payment for abortion services. d!:finitil:m Qf"m!:disadb: n~!;<!::iSil~" to exclude 

abortion services except under certain circumstances. 

HEALTH INSURANCE FOR SMALL BUSINESSES 

- MEWA Includes legislation allowing small businesses and 
organizations to offer health insurance, extending 
ERISA preemptions and State regulations, requiring 
solvency standards for association health plans, and 
other reS!llations. 

RECONCILIATION CONFERENCE ISSUES 

No provision. 

BUDGET AGREEMENTIWHITE HOUSE POSITION 

Strongly opposes House direct services option. 

Supports House provision. 

Opposes Senate provision. 

Strongly opposes limiting access to medically 
necessary benefits, including abortion services. 

Strongly opposes House provision. 

PAGE 13 



HOUSE-PASSED BILL SENATE-PASSED BILL BUDGET AGREEMENT/wHITE HOUSE POSITION 

SPECfRUM AUCTIONS 

~ Analog Return Authorizes the FCC to auction frequencies that are Comparable provision, except that the FCC is required Agreement includes hard cut off date with authority to 
currently allocated for analog television broadcasting. to delay the return it the 5-percent test is not met. extend for small and rural markets. Agreement 
Imposes a time limit on the television licenses that assumed that this auction would take place in 200 I 
authorize analog television services. Allows the FCC with a finn cut off date for analog broadcasting in 
to extend the time limit if more than 5 percent of the 2006. 
households in a market rely exc:lusively on analog 

....... -........... -...... _ .. _ ..... _- .!.~!~.~~.~!!.~.~~:.-... -.. -.... -..... -.. -...... -.-... -.... _ ...... _ .. _._ .. - .•.•..... -.. _._ .......................................................................................... ........................... _ ...................................... _ ............... _ ............ -.. _ .... 
• Vanity Numbers Does not authorize the FCC to auction the so-called Does not authorize the FCC to auction the so-called Agreement includes a proposal authorizing FCC to 

_ .. _ ......................................... . ~.~?~.~.!~!~.~~~?: .. ?~.~~~: .......... -.... -.............. -........ -......... - .~~.?~~ .. ~~!~~~.~?: .. ?~.~~.~-~: ... - .. -... -.. -.. --...... - .... -... -.-... .~~.:!.~?~ .. ~~.!~:.~~~P.~~?~.~.~~~~.~.~~~.:Z~2: ......... _ .............. 
• Bankruptcy No provision . No provision. Seeks authority to allow the FCC to revoke and 

reauction a license when a licensee declares 
bankruptcy. 

- Federal No provision. Authorizes reimbursement of Federal agencies for the Agreement assumed and the Administration supports 
Reimbursement costs of relocating to new spectrum bands so that reimbursement. 

spectrum they are now using may be made available 
by the FCC for auction for commercial use. 

• Spectrum Penalty Does not include a penalty fee that would be levied Does not include this penalty fee. Agreement includes a fee to be levied against entities 
against those entities who received "free" spectrum for that received spectrum at no charge for digital 
advanced, advertiser-based television services, but broadcasting, but opted to utilize it for ancillary 
failed to utilize it fully. services ($2.0B). 
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HOUSE-PASSED BILL 

- Administrative Requires payment to guaranty agencies of 0.85 percent 
Cost Allowance of the principal of all new loans. Capped at $170 

million for 1998 and 1999 and $150 million for 2000-
2002. 

- Smith-Hughes Act Eliminates the Smith-Hughes Act. the original 

_ .............................................. ~.~~~.~~~.~! .. ~~~!~.?~ .. p.!:?~.~~: ............................................... . 
_ Section 458 (und!! Permits sect jon 458 funds for Federal administratjye 

of student loans to he spent 00 fEEL (HEA Part Bl 
admjnistratjgn as well as direct loans (Part Pl 

- Retention Allowance Allows guaranty agencies to retain 18.5 percent on 
payments received when a defaulted loan is 
consolidated. The Commjttee claims that this wjIJ' 
have a retroactive effect allowing guaranty agencies to 
retain 27% between 1992 and] 997 if legislatiye jntent 
is consjdered caD and OMB do not score the 
amendment as a cost item because they do not 
jntemret the amendment to aJJow agencies to retain 

127% . 

RECONCILIATION CONFERENCE ISSUES 

SENATE·PASSED BILL 

STUDENT LOANS 

Same provision. 

No provision. 

Limjts expendjture ofsectjoo 458 funds 10 

administration ofdjrect loan program (part P) 

No provision. 

BUDGET AGREEMENTIWHITE HOUSE POSITION 

Opposes this provision, which provides a new 
entitlement to guaranty agencies. 

Supports House provision, which is consistent with the 

.~.~~~!!-I.~~::-..... - .. -... - .... -.-.-..... -.-.... - ....... _ ... ___ .. _ .... _ .. 
Supports House position. Senate would prevent the 
Secretary from effectively administering FFEL. 

Opposes this provision, which would provide funding 
to guaranty agencies without regard to expenses 
incurred. Interprets amendment to have only 
prospective, not retrospective, application. 
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HOUSE-PASSED BILL SENATE-PASSED BILL BUDGET AGREEI\jENTIWHITE HOUSE POSITION 

VETERANS' BENEFITS 

- Medical Care Replaces the existing Medical Care Cost Recovery Replaces the existing Medical Care Cost Recovery Concurs with Senate position. 
Cost Recovery Fund with a new fund into which monies recovered or Fund with a new fund into which monies recovered or 

collected for medical care would be deposited and collected for medical care would be deposited 'and 
would be available, subject to appropriations, to pay would be available, subject 10 appropriations, to pay 
for the expenses associated with veterans' medical for the expenses associated with veterans' medical 
care. If-spending fiolll the collections is net sttbjcet to care. 
appropriatiolis, kdget twgcb .. ill not he met. 

Also includes a "failsafe" provision authorizing No "failsafe" mechanism. 
additional funds in the event there is a shortfall in 
antiCipated collections in excess of $25 million. 

- VA and DoD No provision. Requires managed care and fee-for-service Supports inclusion of VA and 000 subvention 
Medicare Subvention demonstrations of Medicare reimbursement to the' , demonstrations, but wants changes to address concerns 

Demonstrations Departments of Veterans Affairs and Defense. with fee for service and payment rate components of 
the 000 demonstration. 
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- Mark to Market 

HOUSE-PASSED BILL 

No Provision. (Representative Lazio has introduced, 
by request, the administration's bill and there is at 
least one other house version introduced so far.) 

RECONCILIATION CONFERENCE ISSUES 

SENATE·PASSED BILL 

HOUSING 

FHA Multifamily Mortgage Restructuring: Net 
savings would be $240 million between 1997 and 
2002. The rcfonn would reduce the rents on Section 8 
Housing contracts and use a new capital grant program 
out of the FHA in order to avert large defaults on 
federally insured mortgages. There are several 
different versions of this legislation. Without these 
provisions, the Banking Committee would still exceed 
its target reconciliation savings orSl.5 billion over 5 
years. 

BUDGET AGREEMENT/WHITE HOUSE POSITION 

Supports the following changes to Senate bill: 

• Allow for the conversion of subsidies to portable 
tenant-based assistance, allowing tenants to seek out 
the best available housing and pennitting projects to 
develop a more diverse mix of income levels. (Senate 
maintains low-income rental assistance as project­
based, tied to specific properties.) 
• Give HUD more flexibility to design the most 
effective partnerships. (Senate establishes a 
preference for delegating restructuring tasks to 
housing finance agencies.) 
• Amend tax code to allow for tax ~ortization in 
exchange for long-tenn affordability restrictions. 
(Senate attempts to address tax issues through the use 
of "soft" second mortgages which, as interpreted by 
IRS, may not have the desired effect of deferring tax 
consequences.) 

(CBO scores $326 million in savings over 1997·2002 
from the Administration's bill.) 
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HOUSE-PASSED BILL SENATE-PASSED BILL 

OTHER ISSUES 

- SSI User Fee Authorizes an increase to the fee States pay when they No provision. 
enter into agreements to have SSA administer State 
supplemental payments (i.e., State payments that are 
supplemental to the Federal SSI payment) and makes 
the funds from the increase available to SSA for 
administrative expenses, subject to appropriations 
action. 

RECONCILIATION CONFERENCE ISSUES 

BUDGET AGREEMENTIWHITE HOUSE POSITION 

Supports the House language. Agreement calls for a 
proposal to increase the existing fees to offset SSA­
related spending. 
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HOUSE-PASSED BILL SENATE·PASSED BILL BUDGET AGREEMENTIWHITE HOUSE POSITION 

OTHER ISSUES 

• 4.3 cenu motor No provision . Transfers 4.3 cents motor fuel taxes from the General Objects to Senate proposal to transfer 4.3 cents to the 
fuel tax transfer Fund to the Trust Fund. HTF. The Agreement assumes that these taxes will 

continue to go to the General Fund for deficit 
reduction. The growth in HTF balances will generate 
significant pressure to increase spending above the 
levels assumed in the Agreement. Shifting the 4.3 
cents to the HTF will increase the FY 2002 balance 
from $34 billion to over $72 billion, assuming the 
Agreement spending levels. 

Creates an Intercity Passenger Rail Fund (lPRF) to Objects to this proposal. which provides funds to 
fund AMTRAK. This $2.3 billion fund is capitalized AMTRAK above those in the Agreement. Expenditure 
by a smaller tax cut in the Senate and is subject to from the IPRF should be limited to capital only and 
appropriation. contingent upon AMTRAK refonn legislation. 

- UI Integrity Ways and Means - Includes authorization ofUl No provision. Supports House provision, along with budget process 
pro~ integrity activities. refonns in order to achieve savings assumed in the 

Agreement. 
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EXECUTIVE OFFICE OF THE PRESIDENT 
OFFICE OF MANAGEMENT AND BUDGET 

WASHINGTON, D.C. 20503 

July 1, 1997 

MEMORANDUM TO SYLVIA MATHEWS 
JOHN PODESTA 
JANET YELLEN 
GENE SPERLING 
JOHN HILLEY 
MARTHA FOLEY 
BARBARA CHOW 
BRjJCEREED 

vrANA KAGAN 

FROM: Larry Haas 4;/:/ 
Lisa KOUrt/eS~~ 

RE: URGENT -- Budget Conferees' Letter 

Enclosed is the draft conference letter. Unfortunately, we need you to tum this around in 
short order. Congress has requested that we deliver it as soon as possible, and we want to do so 
by mid-day. 

Please provide us with any mark-ups of hard copy by 9 a.m. tomorrow (Wednesday) 
- at the latest. Unfortunately, we won't be able to use electronic comments. Larry is in Room 
253 or at fax 5-6818. Lisa is in Room 249 or at fax 5-3729. 

We apologize for the short tum-around, but our staffs have been crashing all day just to 
get this draft done for your perusal and, for many reasons, we believe it will help our efforts to 
deliver our views as specifically and as quickly as possible. 

CC: 

Thank you for your help. 

Jack Lew 
Josh Gotbaum 



.. 
The Honorable John R. Kasich 
Chairman 
Committee on the Budget 
U.S. House of Representatives 
Washington, D.C. 20515 

Dear Mr. Chairman: 

As the Conferees begin to consider this year's budget reconciliation bill, I am writing to 
transmit the Administration's views on the House- and Senate-reported bills on the spending 
provisions, HR 2015 and S 947, respectively. The Administration will separately transmit its 
views on the tax provisions. 

We are pleased that the House and Senate adopted many provisions that are consistent 
with the Bipartisan Budget Agreement, reflecting the continuing bipartisan cooperation that we 
will need to fully implement the agreement and balance the budget. In several areas, however, the 
House and Senate bills violate the agreement. In other areas outside the scope of the agreement, 
we have very strong concerns about the reported provisions. We have raised a number of these 
issues in letters to you and to the authorizing committee chairmen throughout the House and 
Senate consideration of the separate reconciliation spending bills. 

On the pages that follow, we have outlined noteworthy provisions of the House and 
Senate bills with which we agree, others that we believe violate the budget agreement, and still 
others about which we have concerns. We would appreciate your taking our views into account. 

We expect and will insist that the final budget legislation conform to the budget 
agreement. In addition, we look forward to working with you to craft a final conference report 
that is free of objectionable provisions, resolves the other major policy differences between us, 
and balances the budget by 2002 in a way that we can all be proud of. We hope to meet that goal 
before the August recess. 

We look forward to working with you. 

Sincerely, 

Franklin D. Raines 
Director 

Identical letter sent to The Honorable Pete V. Domenici 
and House and Senate Conferees 
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THE ADMINISTRATION'S DETAILED VIEWS: 

THE HOUSE AND SENATE RECONCILIATION BILLS ON SPENDING 

Medicare 

We applaud the House and Senate for reporting bills thatIargely conform to the 
underlying principles of the budget agreement. Both bills achieve the necessary level of Medicare 
savings -- although we still await final scoring of the Senate provisions from the Congressional 
Budget Office (CBO) -- extend the life of the Hospital Insurance Trust Fund by at least 10 years; 
provide structural reforms that win give beneficiaries more informed choices among competing 
health plans; establish prospective payment systems for home health agencies, skilled nursing 
facilities, and hospital outpatient departments; and provide the funds to establish a wide array of 
necessary benefits. 

We are very pleased that the House and Senate both adopted most of the Administration's 
prudent purchasing initiatives. While the budget agreement did not specifically address these 
proposals, they represent a significant step forward in our efforts to reform Medicare and we urge 
the Conferees to include them in the final bill. 

Another step forward in both bills is their inclusion of provider sponsored organizations 
(PSOs) as Medicare options. In general, we support the Senate and the House Commerce 
Committee provisions that limit the preemption of State requirements to solvency standards. We 
also support the provisions in the Senate bill that would allow States to impose more stringent 
solvency requirements after 2001. We do, however, have concerns about the lack of minimum 
private enrollment requirements and aspects of the PSO definition, and we look forward to 
working with the Conferees on these issues. 

We are pleased that the Senate for including provisions in its bill to require managed care 
and fee-for-service demonstrations of Medicare reimbursement to the Departments of Defense 
and Veterans Affairs -- a concept known as Medicare subvention. We are encouraged that these 
provisions are similar to our own Medicare subvention legislation, which we transmitted to 
Congress on February 7, 1997. We look forward to working with the Conferees to develop a bill 
that addresses Administration concerns about the fee-for-service and payment rate components of 
the DOD demonstration. 

Notwithstanding these achievements, both the House and Senate bills contain a provision 
that we believe is inconsistent with the budget agreement. During our negotiations over the 
agreement, we discussed at great length the reallocation of home health expenditures to Medicare 
Part B. All sides clearly understood that we would make this reallocation immediate. Both bills, 
however, phase in the reallocation, which costs two years of solvency in the Part A trust fund -­
two years that we can ill afford to lose. We urge the Conferees to incorporate the provisions in 
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the House Commerce Committee title of the House bill, reallocating home health spending 
consistent with the Budget Agreement. 

The Administration has significant concerns with other provisions of the two bills, 
concerns that we urge the Conferees to address. 

Threat to Beneficiaty Protections. The Administration strongly supports the introduction 
ofnew options for Medicare beneficiaries in both the fee-for-service and managed care sectors. 
We also believe, however, that any new options must both provide value beyond that offered by 
the traditional Medicare program and include beneficiary protections. The Senate bill includes 
several provisions that violate these principles, and we urge the Conferees to drop them. 

The first provision would allow physicians to obtain private contracts from beneficiaries 
whereby the beneficiary would agree to pay whatever the physician charged (waive balance billing 
limits) and agree not to submit a bill to or collect anything from Medicare. The beneficiary would 
be totally responsible for out-of-pocket expenses for the physician'S entire bill, even though the 
service would be covered by Medicare if the bill were submitted to Medicare. Private agreements 
could become licenses for physicians to coerce beneficiaries, exposing beneficiaries to unlimited 
liability and making meaningless the Medicare coverage they have paid for. 

The second provision allows beneficiaries to choose a private fee-for-service option under 
the Medicare Choice program. We believe that inclusion of private fee-for-service plans in 
Medicare Choice is bad policy, particularly given the fact that these plans will be subject to no 
balance billing or quality protections. Also, we are concerned that this option will attract 
primarily healthy and wealthy beneficiaries and leave sicker and poorer beneficiaries in the more 
expensive, traditional Medicare program. 

The third provision would allow Durable Medical Equipment (DME) suppliers to bill 
Medicare beneficiaries for amounts beyond cost-sharing for "upgraded" DME items, while still 
accepting assignment. Beneficiaries already have the option of choosing upgraded DME under 
current law. We are concerned that this new option undermines limits on beneficiaries out-of­
pocket payments. 

Beneficiaty Contributions to a Balanced Budget. We worked very hard during the budget 
negotiations to set a beneficiary contribution to a balanced budget that was fair and equitable -­
applying the Part B premium, over several years, to the home health reallocation and maintaining 
the Part B premium equal to 25 percent of program costs. Other provisions of the Senate bill, 
however, would go too far, thus disrupting that fairness by: 

• Raising the Medicare Eligibility Age. The Senate bill raises the eligibility age for 
'Medicare from 65 to 67 over a period of years. Raising the eligibility age is not necessary to 
balance the budget, and consideration of this policy should be part of a bipartisan process to 
address the long-term financing challenges facing Medicare. Moreover, early retirees between 
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65 and 67 may not be able to obtain affordable insurance in the private market. We urge the 
Conferees to drop these provisions. 

• Imposing Home Health Co payments. The Senate bill would impose a Part B home 
health copayment of $5 per visit, capped at an amount equal to the annual hospital deductible. 
Most home health users who lack Medigap or Medicaid protections are poor and will face 
financial burdens as a result. Those beneficiaries who do not have Medigap or Medicaid have 
no real incentive to reduce utilization. We do not need to impose a home health copay to 
balance the budget, and any further consideration of this policy should be part of a bipartisan 
process to address the long-term financing challenges facing Medicare. We urge the 
Conferees to drop these provisions. 

• Income-relating the Part B Premium. The Senate bill would income-relate the 
Medicare Part B premium. While we do not oppose income relating Medicare in principle, we 
have a number of concerns about this proposal. First, as the President said in the context of 
the Senate Finance Committee's deductible proposal, we believe that policies that 
income-relate beneficiary contributions to Medicare go beyond the budget agreement. 
Second, we have serious concerns about how an income-related premium will be 
administered; administration by HHS, which has no access to individual beneficiary income 
data, would be impractical and very expensive. Finally, we believe that this policy could lead 
higher income, healthier beneficiaries to drop their Medicare coverage, thus leaving poorer, 
typically less healthy, beneficiaries in the Medicare risk pool and increase their premiums. 
While we have serious concerns about this proposal, we remain interested in discussing it, or 
proposals like it, in the broader context of reforms to address the long-term financing and 
structural challenges facing the program. 

Medical Savings Accounts. We believe that any demonstration of this concept should 
be limited in order to minimize potential damage and costs to Medicare. We commend the 
Senate for limiting the demonstration to 100,000 participants and limiting cost-sharing and 
deductibles to amounts enacted under the Health Insurance Portability and Accountability Act 
(IllP AA). But, we still believe a geographically-limited demonstration that applies current 
law limits on balance billing to protect beneficiaries from additional charges from providers, is 
much more preferable. We urge the Conferees to limit this demonstration geographically for a 
trial period -- two States for three years -- which would enable us to design the demonstration 
to answer key policy questions. 

Preventive Benefits. We are pleased that the preventive benefits in the House and 
Senate bills are largely the same as those in the President's budget. Unlike the budget, 
however, the House and Senate bills do not waive all cost sharing (coinsurance and 
deductibles) for mammograms. Mammography saves lives, yet many Medicare beneficiaries 
fail to use this benefit. Research shows that copayments hinder women from fully taking 
advantage of this benefit. We urge the Conferees to modify the House and Senate provisions 
to waive all cost sharing for mammograms. 
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Medjgap. The President's budget advanced a number of important Medigap reforms, 
including annual open enrollment, community rating, initial open enrollment for disabled and 
kidney dialysis beneficiaries, and various portability provisions. We are disappointed that 
neither the House or Senate adopted certain important elements of the budget. While the 
Senate bill took the largest strides toward these important reforms, providing for an initial 
open enrollment period for disabled beneficiaries and a trial period for managed care enrollees, 
we urge the Conferees to adopt the President's budget proposals. 

Managed Care Payments. We agree that the current unjustifiable geographic variation 
in payments to managed care plans should be remedied as part of the reconciliation bill. We 
prefer the House proposal, which mitigates the geographic variation in payments and 
maintains the link to fee-for-service payments, along with an adjustment for adverse selection. 
Various payment provisions in the Senate bill, some of which are individually justifiable, 
together have a significant negative impact on areas with a high managed care enrollment and 
could lead to abrupt changes in additional benefits now provided to Medicare enrollees. The 
Senate proposal also ties growth in managed care payments to growth in gross domestic 
product (GOP). We prefer a less disruptive payment proposal and one that ties growth in 
payments to growth in fee-for-service Medicare. Limiting growth to GOP effectively creates 
two growth rates for Medicare payments, leading to an erosion of the value of the Medicare 
choice benefit package and exposing beneficiaries to increased premiums. 

Managed Care Risk Adjustment. The Senate bill includes immediate implementation 
of an untried, "new enrollee" risk adjustment methodology which would be applied in an 
inequitable manner and which would be replaced by a different revised methodology two years 
later. We prefer to implement a managed care risk adjustment methodology once -- and 
sooner. We support the House provisions on risk adjustment, modified to authorize the 
collection of hospital discharge data immediately and to authorize implementation of the risk 
adjustment methodology in 2000. 

Medical EducatjonlDisproportjonate Share WSH) Carve-out. The President's 1998 
budget proposed to move the medical education (indirect and direct) and OSH adjustments 
out of managed care payment rates and redirect them to eligible hospitals that provide services 
to Medicare managed care enrollees. This important proposal would ensure that the Nation's 
teaching hospitals and those that serve low-income populations receive the Medicare 
payments to which they are entitled. We urge the Conferees to adopt the Senate and House 
Commerce Committee provisions. 

Managed Care Enrollment. We urge adoption of the Senate provisions with regard to 
open enrollment. The House bill permits beneficiaries to be locked into a MedicarePlus plan 
for as long as nine months, after a lengthy transition period. We continue to support the 
monthly disenrollment option as an important safety valve for managed care enrollees who are 
dissatisfied with their managed care plan. 

4 



Managed Care Quality. Both the House and Senate bills go far to ensure quality in 
Medicare managed care. The House bill, however, has an objectionable provision allowing 
external quality review requirements to be met through accreditation. The House bill also 
contains a similar provision in its Medicaid title. We prefer maintaining a requirement for 
external quality review to protect beneficiaries in this rapidly changing marketplace, as the 
Senate bill provides. 

Medical Malpractice. The House bill includes malpractice provisions that are 
extraneous to the budget agreement. The Administration opposed the malpractice provisions 
of the vetoed Balanced Budget biD, and those adopted in the House version of the Health 
Insurance Portability and Accountability Act. We find these provisions highly objectionable, 
and we oppose them. 

Medicare Commission. Both the Senate and House bills would establish a Medicare 
commission. We believe strongly that a mutually agreeable, bipartisan process is essential to 
successfully address the long-term financing challenges facing Medicare. We look forward to 
working with you to develop the best possible bipartisan process to address those challenges 
while simultaneously ensuring the sound restructuring of Medicare to provide high-quality 
care for our Nation's senior citizens. 

Office of Competition. The Senate bill would create an Office of Competition within 
HHS to administer competitive pricing demonstrations. We believe this provision would 
create unnecessary duplication of staff and resources within HHS and become a potential 
source of confusion for Medicare beneficiaries. We are also concerned about the competitive 
pricing demonstration and look forward to working with the Conferees to ensure that the 
demonstration authority would lead to valid and verifiable results. 

Hospital Payment Systems. We have several concerns with various House and Senate 
provisions relating to hospital payments, including: the Senate provision to move the hospital 
update to a calender year basis while leaving all other changes to PPS payments on a fiscal 
year basis, thus requiring two separate payment rules; the Senate provision on hospital 
transfers, which does not include home health agencies and which we believe creates a strong, 
unjustified payment bias to use home health services for post acute care; and the Senate 
provision to provide large bonus payments for certain PPS-exempt facilities, which could lead 
to a significant redistribution of funds among PPS exempt facilities. 

Medicare Disproportionate Share Payments (pSH). We look forward to working with 
Congress to develop a new adjustment for hospitals that serve a disproportionate share oflow 
income individuals. The curre~t adjustment has many shortcoming and we hope to create a 
better measure of services to indigent populations so that we can better target DSH payments. 
However, we oppose any cuts to the current DSH adjustment in the interim, cuts which are 
included in both the House and Senate bills. We prefer the Administration's proposal, which 
freezes the adjustment for the next tow years to minimize the effects of welfare reform until a 
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new formula is developed. 

Therapy Providers. We strongly support House provisions to reign in the cost of 
outpatient therapy services. But, we are concerned about subjecting occupational and 
physical therapy services delivered in non-outpatient department settings to an annual cap of 
$900 per beneficiary. The underlying payment reforms themselves will generate costs in this 
area, so such a cap could deny access to this benefit to some Medicare beneficiaries. 

LaboratOly Claims. Both the House and the Senate bills would +consolidate the 
processing of independent laboratory claims, but not outpatient or physician office lab claims, 
among regional specialty carriers. This consolidation is unnecessary and would divert 
resources away from other higher priority activities. We share the goal of standardizing 
medical necessity policy for laboratory claims and would support a process to do so without 
regionalizing claims processing. 

Medicare SecondaQ' Pa.yer (MSP). Both the House and Senate bills limit the time 
period for MSP recovery to three years after the date of service. We urge the Conferees to 
adopt a five-year time limit, consistent with the President's proposal. The IRS/SSA data 
match does not provide information in a timely enough manner to be able to recover. 
overpayments within a three-year window. We also urge the Conferees to adopt our insurer 
reporting proposals . 

. Implementa.tion Issues. We are concerned about how the full scope of the House and 
Senate provisions would effect HHS' administrative abilities, and research resources, to 
implement them. We would like to discuss with you changes in the effective dates of the 
provisions so they are consistent with the funding levels in the budget agreement. 

Medicaid 

We commend the House and Senate for reporting bills that conform to many of the 
Medicaid reform principles of the budget agreement. Both save money through lower 
disproportionate share hospital payments (DSH) and greater State flexibility. We want to 
work with the Conferees to ensure that a final bill conforms to the Medicaid policy in the 
budget agreement. Both bills give States more flexibility to manage their Medicaid programs, 
such as by repealing the Boren amendment, allowing managed care without Federal waivers, 
and eliminating unnecessary administrative requirements. We also commend the Senate for 
including managed care quality standards that are consistent with the President's consumer 
protection framework. 

Nevertheless, the House and Senate bills contain provisions that are inconsistent with 
the budget agreement, as discussed below. 
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Medicaid Benefits for Certain Disabled Children The budget agreement includes a 
proposal to restore Medicaid for current disabled children losing Supplemental Security 
Income (SSI) because of the new, more strict definition of childhood eligibility. The Senate 
bill does not include this proposal. The House bill allows, but does not require, States to 
provide Medicaid benefits for about 30,000 children who could lose their health care coverage 
in fiscal 1998. We strongly urge the Conferees to include the provision from the President's 
budget that would guarantee coverage to these children, and allocate the necessary funds for 
this purpose. 

Medicaid Inyestments The budget agreement clearly calls for a higher Federal 
matching payment for Medicaid in the District of Columbia. We are pleased that the Senate 
bill includes a higher matching payment, but we are concerned that it is not sufficient; it 
sunsets at the end of fiscal 2000 and is 10 percentage points lower than the 70 percent in the 
President's 1998 budget. A 60 percent matching rate would still leave the District paying 
more to Medicaid than any other local government. We urge the Conferees to fully fund the 
President's proposal. 

The budget agreement also includes adjustments for the Medicaid programs in Puerto 
Rico and the territories. We are pleased that the Senate includes adjustments for those 
programs, but we would prefer that the Conferees include the language in the President's 
1998 budget. 

The Administration has significant concerns with other House and Senate provisions 
that we urge the Conferees to address. 

Assistance for Low-Income Medicare Beneficiaries. The Senate bill includes $1.5 
billion in premium assistance for low-income beneficiaries through a Medicare block grant to 
States. The House provides $1.5 billion to expand eligibility to Medicaid but increases 
administrative complexities by subsidizing only a portion of the Part B premium. We prefer a 
simpler that would finance the cost of the full Part B premium. In addition, we object to the 
Senate provision that sunsets this assistance in 2002. 

Disproportionate Share Hospitals --Allocation to States. We have concerns about the 
House and Senate allocations and levels ofDSH payment reductions among States. As in the 
DSH policy of the 1993 budget reconciliation bill, this year's policy should address past 
abuses without causing undue hardship on any State. The House and Senate bills, however, 
may have unintended distributional effects among States. We urge the Conferees to revisit the 
President's 1998 budget proposal, which takes an equal percentage off of States' total DSH 
spending, up to an "upper limit," ensuring that States with the highest DSH spending do not 
bear most of the impact. 

Disproportionate Share Hospitals --Targeting to Hospitals. The House bill does not 
retarget DSH funds. The Senate bill would require States to develop DSH targeting plans, 
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but it does not include a Federal DSH targeting standard. As we have said previously, we 
believe that significant DSH savings should be linked to a Federal standard for targeting the 
remaining DSH funds to needy hospitals. Without such standards, providers with 
high-volume Medicaid and low-income utilization may not be sufficiently protected from DSH 
reductions. 

In addition, the House bill would require States to make DSH payments directly to 
qualifYing hospitals, and would not allow States to make DSH payments through capitation 
payments to managed care organizations. The Senate bill does not include this provision. 
The Administration urges the Conferees to include this provision, ensuring that all eligible 
hospitals receive a Federal DSH payment regardless of their contract, or lack of contract, with 
a particular HMO. This provision also strengthens the effectiveness of the 1993 hospital­
specific limits on DSH payments. 

Medicaid Cost Sharing. The Senate bill would allow States to require limited cost 
sharing for optional benefits. We are pleased that a Senate amendment would bar States from 
imposing cost sharing on children under 18 in families with incomes below 150 percent of 
poverty. But, we are still concerned that the bill may compromise beneficiary access to· 
quality care. Low-income elderly and disabled Medicaid beneficiaries may forgo needed 
services if they cannot afford the copayments. We urge the Conferees to allow nominal 
copayments only for HMO enrollees, giving States some flexibility and allowing HMOs to 
treat Medicaid enrollees in a manner similar to non-Medicaid enrollees, without compromising 
access to care. 

§ 1115 and Other Medicaid Waivers. The House and Senate bills would extend 
expiring § III 5 Medicaid waivers. The Senate would deem approved Medicaid expansions 
and permanent extensions of existing § III 5 waivers without regard to whether they will 
increase spending; the provisions and its associated costs are not in the budget agreement. In 
addition, in one State the Senate would deem provider taxes as approved. We have serious 
concerns about these provisions and would like to work with the Conferees to address the 
underlying problems. 

Return to Work. We are pleased that the Senate bill would allow States to let 
workers with disabilities buy into Medicaid. But we urge the Conferees to adopt the version 
of this proposal from the President's 1998 budget, which would not limit eligibility for this 
program to people whose eamings are below 250 percent of poverty. We believe that the 
Senate-proposed limit would not give States enough flexibility to remove disincentives to 
work for people with disabilities. 

Criminal Penalties for Asset Diyestiture. The Senate bill would amend Section 217 of 
the Health Insurance and Portability and Accountability Act 1996 (HIP AA) to provide 
sanctions against those who help people to dispose of assets in order to qualifY for Medicaid. 
We prefer to repeal Section 217 because we believe that the Medicaid laws in effect before 
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HIP AA are sufficient to protect Medicaid against inappropriate asset divestiture. 

Management Infonnatjon. The House bill would reduce the current detailed Federal 
systems design requirements, while requiring all States to participate in a Medicaid statistical 
information system. This approach would require States to show that their State-designed 
systems meet outcome-based performance standards and would permit the coIlection and 
analysis of person-based data. The Senate did not include this provision. We believe these 
changes would cut unnecessary administrative burden while retaining the ability to coIlect 
sufficient information for the effective management of Medicaid. 

Alaska FMAP Change. The Senate bill would increase Alaska's Federal Medical 
Assistance Percentage (FMAP) above the level of the current law formula. While we have 
consistently supported efforts to examine alternatives to the current Medicaid matching 
structure, we believe that changing the FMAP through a State-specific legislative proposal 
creates a costly precedent and does not address the underlying inequities in the current 
system. 

Expansion ofthe "Hyde Amendment" 

Both the House and Senate biIIs would expand the Hyde Amendment prohibitions on 
Medicaid payment for abortion services in order to cover spending on the Children's Health 
Initiative and to codifY these prohibitions in permanent lilw. This provision could deny access 
to abortion services to poor women to the extent that States choose to use the children's 
health funding to offer family coverage. As we have repeatedly said, we do not support 
limiting access to medicaIly necessary benefits, including abortion services. We wiIl work 
with the Congress to resolve this issue. 

In addition, the Senate bill contains a provision that redefines the term "medically 
necessary services" to exclude abortion services except under certain circumstances. We 
oppose this attempt to further constrain the availability of abortion services through this 
provision, and we strongly urge the Conferees not to begin writing into the Medicaid law 
restrictions of the definition of "medically necessary" that are more appropriately decided by 
health professionals. 

Children's Health 

We are pleased that the children's health initiative has been a priority for the House 
and Senate. In fact, the Senate bill goes beyond the $16 billion that the budget agreement 
provides, allocating $24 billion for this purpose. We strongly support this higher level of 
investment and urge the Conferees to invest it wisely to ensure meaningful coverage for 
millions of uninsured children. We especiaIly support the Senate provisions for benefits and 
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cost sharing. 

We support a 20-cent increase in the tobacco tax. We agree that such a tobacco tax is 
an acceptable complement to the budget agreement, and we endorse using such revenue to 
fund important programs for children. 

Notwithstanding these achievements, we have serious concerns about the following 
House and Senate provisions, which we urge the Conferees to address. 

Meaningful Benefits Cost Sbaring/Direct SerVices. We believe the children's health 
investment should go for health insurance coverage. Thus, we support the Senate's definition 
of benefits and its limits on cost sharing, the latter of which will ensure that low income 
children do not shoulder unrealistically high costs that could lead to reduced access to needed 
health care. We do not support the direct services option of the House bill because we are 
concerned that a State could spend all of its money on one benefit or to offset the effects of 
the DSH cuts on certain hospitals, and that children would not necessarily get appropriate 
coverage. 

Funding Structure. We support the straightforward funding structure of the House 
bill. But its proposal for different matching rates for Medicaid and the grant option could 
discourage States from choosing Medicaid. We believe Medicaid is a cost-effective approach 
to covering low-income children, and we support using the same matching rates for both 
options. In addition, we support the House provision that gives States the flexibility to spend 
their grant money on Medicaid, a grant program, or a combination of the two. The Senate bill 
requires States to choose between Medicaid and a grant option. . 

Eligibility. The Senate bill includes a ceiling of200 percent of poverty. We agree that 
the funds should first go for insurance coverage for low-income uninsured children, but we 
believe the Senate's income requirement would limit States' flexibility to design programs 
which best fit their needs. 

Use of Funds. We want to ensure that the investment in children's health goes to 
cover children who currently lack insurance, rather than replace existing public or private 
funds for children's health insurance. Thus,we support the Senate's maintenance of effort 
provisions and its prohibition on using provider taxes and donations to fund the State share of 
the program. In addition, we want to ensure that the funds are used in the most cost-effective 

. manner to provide coverage to as many children as possible. Therefore, we do not support 
provisions that allow States to pay for family coverage or pay the employee's share of 
employer sponsored insurance. 

Multiple Employer Welfare Arrangements (MEW As) 
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The House bill includes language from H.R. 1515, the "Expansion of Portability 
and Health Insurance Coverage Act of 1997," while the Senate bill includes no such 
provisions. We believe that H.R. 1515 has inadequate consumer protections and could lead 
to premium increases for small businesses and employees who may bear the burden of 
adverse selection. H.R. 1515 would transfer the regulation of a large health insurance 
market away from the States by preempting State laws under the Employee Retirement 
Income Security Act ("ERISA "). This far-reaching proposal demands much greater 
analysis and discussion. We also oppose the provision of the House and Senate bills that 
would allow a religious fraternal benefit society plan to establish a Medicare Choices plan; it 
would set a precedent for allowing association health plans (such as those allowed under the 
House MEW A language) to become Medicare Choice providers. 

Continued SSI and Medicaid Benefits for Legal Immigrants 

We are pleased with several provisions in the House and the Senate bills. Both bills 
would grandfather immigrants who were receiving SSI benefits as of August 22, 1996, as the 
President indicated he would support in a June 20 letter to Budget Committee Chairman . 
Kasich and Ranking Member Spratt. Both bills also extend the exemption period from five to 
seven years for refugees, asylees, and those who are not deported because they would likely 
face persecution back home. 

We are pleased that the Senate bill, which restores SSI and Medicaid eligibility for all 
legal immigrants who are or become disabled and who entered the U.S. prior to August 23, 
1996, is fully consistent with the budget agreement. The House bill, however, is not. It fails 
to fully restore SSI and Medicaid benefits for all legal immigrants who are or become disabled 
and who entered the U.S. prior to August 23, 1996. As the President stated in his June 20 
letter, he will not sign legislation that does not include the policy, as the budget agreement 
calls for, that protects disabled immigrants. Compared to the budget agreement, the House 
bill would protect 75,000 fewer immigrants by 2002. We strongly urge the Conferees to 
adopt the Senate approach. 

In addition, if resources are available, we urge the Conferees to support several other 
Senate provisions. The Senate bill restores Medicaid coverage for future immigrant children; 
provides SSI and Medicaid to immigrants who are too disabled to satisfy the requirements 
to naturalize; and provides the same exemption period for Amerasian and Cuban Haitian 
immigrants as for refugees. We look forward to working with you on these matters. 

Welfare to Work 

We are pleased that the House and Senate bills would address many of our priorities 
for the welfare to work program to some degree, including: the provision offormula grant 
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funds to States based on poverty, unemployment, and adult welfare recipients; a sub-State 
allocation of the formula grants to ensure targeting on areas of greatest need; appropriate 
flexibility for grantees to use the funds for a broad array of activities that offer the promise of 
permanent placement in unsubsidized jobs; some funds awarded on a competitive basis; and a 
substantial set aside for evaluation. We look forward to working with the conferees to refine 
these provisions. 

We continue to be concerned, however, about several priority issues. In some cases, 
only one Chamber has adequately addressed our concerns; in others, neither has. Some of 
these issues fall outside the budget agreement and, had they come up in the negotiations, we 
would have strongly opposed them. The issues that concern us the most are highlighted 
below, and we urge the Conferees to address them. 

Targeting Welfare-to-Work Funding to Cities and Counties with Large poverty 
Populations. The challenge of welfare reform -- moving welfare recipients into permanent, 
unsubsidized employment -- will be greatest in large urban centers, especially those with the 
highest number of adults in poverty. While both the House and Senate bills include formulas 
to target funds to these areas to some degree, the Ways and Means provision of the House bill 
best accomplishes this goal (ofthe three provisions in conference) through its division of 
funds between formula (50 percent) and competitive (50 percent); its formula grant sub-State 
allocation factors and method of administration; and its reserving of 65 percent of competitive 
grants for cities with large poverty populations. We believe the Education and Workforce and 
Finance Committee versions are inconsistent with the budget agreement, and we urge the 
Conferees to adopt the Ways and Means proposal. 

Local Program Administration. We strongly believe that cities and other local areas 
should manage a substantial amount of all welfare-to-work funds. Congress entrusted mayors 
and other local elected officials, working with private industry councils, to administer other 
Federal job training funds. We strongly believe these entities can most effectively move 
long-term welfare recipients into lasting unsubsidized employment that cuts or ends 
dependency, and we supports the House provisions that use existing structures to help 
accomplish this goal 

Federal Administering Agency. Both bills would require consistency with Federal 
T ANF strategies. We agree with the goal, and we believe we can most effectively achieve it if 
we closely align welfare to work activities with the workforce development system that the 
Secretary of Labor oversees. Thus, we believe the Secretary should administer this program 
in consultation with the Secretaries ofHHS and HUD, as included in titles V and IX 
(non-Medicare) of the House-passed bill. 

Performance Fund. We are pleased that the Senate included a performance bonus 
concept. We are concerned, however, that the performance fund simply augments the existing 
T ANF performance fund without establishing either new expectations for grantees or rewards 
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for placing the hardest to serve in lasting, unsubsidized jobs that promote self-sufficiency. 
Welfare-to-work funds must generate greater levels of placement in unsubsidized jobs than 
States will achieve with TANF and other funds. We urge Conferees to consider a mechanism 
to provide needed incentives and rewards for placing more of the hardest-to-serve in lasting 
unsubsidized jobs that promote self-sufficiency. 

Djstribytjon ofFynds by Year The House provides for a two-year program, with 
$1.5 billion in 1998 and in 1999. The Senate bill provides for a three-year program. We want 
to work with the Conferees to ensure that the final bill includes an outlay pattern consistent 
with an estimate of zero outlays in 2002, as the budget agreement calls for. 

Minimum Wage and Workfare 

We applaud the Senate for not modifYing current law with respect to applying the 
minimum wage and other worker protections for working welfare recipients under T ANF. 
We believe strongly that everyone who can work must work, and everyone who works should 
earn at least the minimum wage and receive the protections of existing employment laws -­
whether or not they are coming off welfare. 

As a result, we continue to have serious concerns that certain welfare recipients would 
not enjoy the status of employees under the House bill and, thus, would not receive worker 
protections. Although the House bill moves toward ensuring that welfare recipients in work 
experience and community service receive the minimum wage, it fails to provide an effective 
enforcement mechanism. Also, while the House bill contains some protections against 
discrimination (gender, age, race, and disability) and threats to health and safety, we believe 
that its limited grievance procedures are inadequate to ensure welfare recipients receive the 
same protections as regular employees, and regular employees receive protection against 
displacement. 

We urge the Conferees to adopt the Senate position on the minimum wage, grievance 
procedures, and worker protections. 

/J<eJwwl vv 
r~ Non-Displacement 

While we support the Senate non-displacement provisions that adopt worker 
displacement language from H.R. 1385, we would apply such protections to all welfare 
recipients who are moving from welfare to work (as the House provides). In addition, we 

. support maintaining the House provision that ensures non-preemption of State 
non-displacement laws that give employees greater protections. We urge tileCoilrel ees to C 
adapt:tffi;-=fu;alate piOpO~. (This paragraph makes no sense!) 
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Unemployment Insurance 

We are pleased that the House and Senate have included the Unemployment Trust 
Fund ceiling adjustment and special distribution to the States that were part of the budget 
agreement. 

The House bill also includes the provision of the agreement that achieves $763 million 
in mandatory savings over five years by authorizing an increase in discretionary spending for 
unemployment insurance "program integrity" activities of $89 million in 1998 and $467 
million over five years. We urge the Conferees to adopt the House language. In addition, we 
are seeking budget process provisions to guarantee discretionary funding for these activities 
and the resulting savings. 

Repeal of Maintenance of Effort Requirement on State Supplementation of SSI Benefits 

We are pleased that the Senate bill does not repeal the maintenance of effort 
requirement on State supplementation of SS! benefits. We strongly opposed to the House 
provision, which would let States significantly cut, or even eliminate, benefits to nearly 2.8 
million poor elderly, disabled, and blind persons. Congress instituted the maintenance of 
effort requirement in the mid 1970s to prevent States from effectively transferring Federal 
benefit increases from SS! recipients to State treasuries. The House proposal also could put 
at risk low-income elderly and disabled individuals who could lose SS! entirely and possibly 
then lose Medicaid coverage. We opposed this proposal during last year's welfare reform 
debate, and we urge the Conferees to follow the Senate approach and not repeal the State 
maintenance of effort requirement for State supplementation of SS! benefits. 

Additional Work Slots for Individuals Subject to the Food Stamp Time Limits 

The budget agreement included $1.5 billion in additional Food Stamp funding to 
encourage work and give States the flexibility to exempt individuals from Food Stamp time 
limits due to hardship. The agreement specifically states that existing Food Stamp 
Employment and Training (E&T) funds will be redirected and new capped mandatory funding 
added "to create additional work slots for individuals subject to the time limits," and it 
provides $1 billion for this purpose. 

We appreciate that the House and Senate bills would implement the 15 percent 
hardship exemption, consistent with the agreement. We are also pleased that both bills 
include real maintenance of effort requirements that target the new Federal funding to create 
additional work slots, rather than supplanting current E&T efforts. But, we are concerned 
that both bills create significantly fewer job opportunities than the five-year target of 350,000 
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slots -- 70,000 a year -- that the negotiators discussed. We are particularly concerned about 
the House biU, which would create 100,000 fewer slots than the President's proposal and 
about 60,000 fewer than the Senate approach over five years. The House bill also does not 
reflect the agreement because it does not target the funding to workslots for the target 
population. We believe the final bill should follow the Senate approach in targeting funds to 
work slots that meet the welfare reform law's tough requirements for Food Stamp recipients, 
and establishing performance standards to reward States that create additional work 
opportunities. We urge the Conferees to follow the Senate approach, with the House 
maintenance of effort provision, to make it fully consistent with the budget agreement. 

Spectrum 

We support a number of the spectrum-related provisions in the Senate and House bills. 
We believe, however, that the Senate bill is more consistent with the goals and targets in the 
budget agreement, and we urge the Conferees to use it as the basis for conference 
negotiations. Specifically, the Senate bill provides for reimbursing Federal agencies for the 
costs of relocating to new spectrum bands, so that the Federal Communications Commission 
(FCC) can auction, for commercial use, the spectrum that they are now using. This key 
provision is essential to prevent agencies from making future multi-billion dollar demands for 
additional discretionary funding. 

We have other significant concerns with both bills. First, they fall over $6 billion short 
of the savings targets of the budget agreement. They both fail to include two proposals that 
the agreement specifies -- the auction of "vanity" toll-free telephone numbers (which would 
raise $0.7 billion) and the spectrum fee (which would raise $2 billion). In addition, neither biU 
contains a firm date for terminating analog broadcasting (as the budget agreement assumed), 
which reduced the CBO's scoring of the House bill by $2.9 billion, and of the Senate bill by 
$3.4 billion. Any delay in returning analog broadcast spectrum will likely impede the rapid 
build-out of digital technology, which will create jobs and consumer benefits, as well as 
reduce revenues from spectrum auctions. We urge the Conferees to conform the final biU to 
these provisions of the budget agreement. 

We also request that the Conferees delete the House language that specifies spectrum 
bands and bandwidth for reallocation; repeals the FCC's fee retention authority; waives the 
duopoly/newspaper cross-ownership rules; and speeds payments from the universal service 
fund. These provisions conflict with good telecommunications policy, and with sound and 
efficient spectrum management policy. We also urge the Conferees to amend the overly 
expansive definition of "public safety" of the bills; to delete mandated minimum bid 
requirements; and to include provisions that would (1) authorize the FCC to revoke and 
reassign licenses when an entity declares bankruptcy, and (2) to use economic mechanisms 
(such as user fees), other than auctions. We support Senate provisions requiring the FCC to 
explain its rationale if it cannot accommodate relocated users in commercial spectrum and to 
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consult with the Secretary of Commerce and the Attorney General on assigning new spectrum 
made available for public safety. 

TANF Transfers to Title XX 

We oppose the House provision to allow States to divert T ANF funds away from 
welfare-to-work efforts to other Title XX social service activities. The Senate includes no 
such provision. The budget agreement did not address making changes in the Title XX 
transfers provisions, and we strongly urge the Conferees to drop these provisions. 

Vocational Education in TANF 

We are concerned with the House and Senate provisions on vocational education in 
TANF. The House bill includes two sets of provisions -- one from the Ways and Means 
Committee, the other from the Education and Workforce Committee -- which narrow the base 
of eligible recipients against which the cap on vocational education applies. The Ways and 
Means Committee excluded teen parents in school from the cap, and set the cap at 30 percent 
of the narrower base, while the Education and Workforce Committee makes no other 
changes. The Senate bill maintains the existing base, but removes teen parents who attend 
school from the 20 percent cap on vocational education. The budget agreement did not 
address changes in T ANF work requirements regarding vocational education and educational 
services for teen parents, and we strongly urge the Conferees to drop these provisions. 

State SSI Administration Fees 

The House bill includes a provision, consistent with the budget agreement, to raise the 
fees that the Federal Government charges States for administering their State supplemental 
SSI payments and to make the increase available, subject to appropriations, for SSA 
administrative expenses. This proposal would help to collect about $380 million over five 
years, to be spent upon receipt. The Senate bill does not reflect this provision of the budget 
agreement, and evidently assumes that the proposal that the Appropriations Committee will 
implement the proposal. The budget agreement, however, anticipated revenue from this 
proposal over the full five years, and Congress should enact it as part of the reconciliation bill, 
rather than on a year-by-year basis. Consequently, we urge the Conferees to adopt the House 
provision. 

Housing 

We are pleased that the House and Senate bills include provisions to produce savings 
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by refonning the FHA Assignment program and making appropriate reductions to Section 8 
annual adjustment factors. We are concerned, however, about two additional provisions of 
the Senate bill. 

The bill would not transform FHA multifamily housing restructuring in the most 
efficient, effective fashion. By ruling out the possibility of portable tenant-based assistance, 
the bill would limit tenants' ability to find the best available housing and prevent projects from 
developing a more diverse mix of income levels. By establishing a preference for delegating 
restructuring tasks to housing finance agencies, the bill places an unnecessary constraint on 
HUD's ability to design the most effective partnerships. Finally, since Congress did not 
address tax issues explicitly, the Senate bill does not resolve impediments that could 
discourage owners from participating in a restructuring process. 

We are concerned about Section 2203 of the Senate bill, which repeals Federal 
preferences for the Section 8 tenant-based and project-based programs. We have supported 
such repeals only if they come with income targeting that would replace the Federal 
preferences. That targeting would ensure: I) that the tenant-based program continues to 
mostly serve extremely low income families, with incomes below 30 percent of the area 
median income and 2) that all developments in the project-based program are accessible to a 
reasonable number of extremely low income families. 

Privatization 

The House bill would allow for privatizing eligibility and enrollment detennination 
functions in Medicaid and Food Stamps. The Senate bill would not. While certain program 
functions, such as computer systems, can now be contracted out to private entities, the 
certification of eligibility for benefits and related operations (such as obtaining and verifying 
information about income and other eligibility factors) should remain public functions. Thus, 
we strongly oppose the House provision, and we urge the Conferees to follow the Senate 
approach. 

Student Loans 

We are pleased that both bills bill include $1.8 billion in outlay savings, including $1 
billion in Federal reserves recalled from guaranty agencies, $160 million from an end to the fee 
paid to institutions in the Direct Loan program, and $603 million in reduced Federal student 
loan administrative costs. All of these provisions are consistent with the budget agreement, 
and the savings are achieved without raising costs on, or reducing benefits to, students and 
their families. 

But, we oppose a provision in both bills, unrelated to the budget agreement, requiring 
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administrative cost allowances (ACAs) to guaranty agencies in the Federal Family Education 
Loan (FFEL) program at a rate of .85% of new loan volume -- paid from mandatory funding 
authorized under Section 458 of the Higher Education Act ofl965 (REA) from 1998 to 
2000. This provision would create a new Federal entitlement, and it would inappropriately 
limit the funds available to the Secretary to effectively manage the FFEL Program. Any 
allowance to these agencies should bear some relationship to the costs these agencies incur, 
and should not be based on an arbitrary formula. This is an issue more appropriately left for 
the Higher Education Act (REA) reauthorization. 

We strongly prefer the House language for cutting student loan administrative costs. 
It specifies that the Education Department may use administrative funds authorized under 
section 458 of the HEA to operate the FFEL program and the Direct Loan program. Under 
the Senate language, the Secretary would lack adequate funds to administer the FFEL 
program effectively. 

We also oppose a House provision that would stipulate that an 18.5 percent guaranty 
agency retention allowance on default collections that result from defaulted loans reentering 
repayment through loan consolidation. This provision, now specified in regulation and letters 
as "up to" 18.5 percent, would codifY this share at 18.5 percent without regard to the actual 
expenses that the guaranty agencies incur. This issue also should be resolved in the upcoming 
HEA reauthorization. 

Smith-Hughes 

• 
We are pleased that the House bill would repeal the Smith-Hughes Act of 1917 and is 

consistent with the budget agreement. The Senate bill does not include such a provision, 
although it finds the agreed-upon $29 million savings from the student loan programs. In the 
light of the $1.2 billion annual appropriation under the Carl D. Perkins Vocational and 
Applied Technology Education Act, we see no justification for $7 million in mandatory 
spending a year under Smith-Hughes. We urge the Conferees to adopt the House provision. 

Budget Process 

On budget process, the House and Senate bills generally follow the budget agreement. 
We appreciate the provisions to extend the discretionary caps to 2002 at the levels in the 
agreement, to create a firewall between defense and non-defense spending for 1998-99, to 
provide an adjustment for international arrears and an IMP quota increase and New 
Arrangements to Borrow, and to otherwise extend and update the Budget Enforcement Act 
along the lines of the budget agreement. 

In some respects, however, the House or Senate bills are not fully consistent with the 
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budget agreement. In other respects, the bills include provisions about which we have serious 
concerns. For instance, the House bill extends the "paygo" requirements of current law to 
2006, rather than 2002, as provided in the budget agreement and the Senate bill; contrary to 
the current paygo system, both bills provide that only net deficit increases in the prior year, 
rather than both increases and decreases, would count under the paygo "Iookback" procedure; 
the House bill does not provide for the transportation reserve funds that the budget resolution 
established for highways, Amtrak and transit; and the bills do not include the technical 
changes to fully extend the Budget Enforcement Act, as the agreement calls for. These 
changes include a budget authority allowance for technical estimating differences between 
CBO and OMB, as current law provides; a reserve fund for unemployment integrity to carry 
out the mandatory savings of the agreement; and a technical change to the existing Continuing 
Disability Reviews (CDR) adjustment to account for the conversion of obligation limitations 
to budget authority (House). In addition, the House bill would require a cumbersome 
notification procedure for the detailed scoring of each paygo or appropriations bill. 
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